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MONDAY, MARCH 16, 1953 


House or Representvatives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to call, in room 1310, House 
Office Building, Washington, D. C., Hon. Clifford R. Hope, of Kansas 
(chairman), presiding. 

Present: Representatives Hope (chairman), Andresen, McIntire, 
Williams, King, Wampler, Cooley, Poage, Gathings, Albert, Abbitt, 
Polk, Wheeler, Thompson, and Jones. 

The CuarrmMan. The committee will come to order. 

We have before us this morning H. R. 1482, a bill to provide price 
support for the 1952 crop of Maryland tobacco. 

(The bill is as follows:) 


[H. R. 1432, 83d Cong., 1st sess. ] 
A BILL To provide price support for the 1952 crop of Maryland tobacco 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding any other provisions 
of law, the 1952 crop of Maryland tobacco shall be supported at 90 per centum 
of the parity price effective on the date of enactment of this Act. 


The CHarrMan. We have a lot of witnesses this morning. We want 
to finish the hearing and go into executive session before noon, if 
we can. 

The Chair will call on our colleague, Frank Small, who represents 
the district in which most of this tobacco is grown. 

Mr. Small, I understand that you desire to make a statement and 
then that you will present some witnesses, is that correct / 

Mr. Smauu. That is correct. 

The CuatrmMan. We will hear from you at this time. 


STATEMENT OF HON. FRANK SMALL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Smauyi. What we did, Mr. Chairman—we could of course have 
brought in a much larger delegation—we attempted to bring in the 
heads of the various associations that are interested in this tobacco 
and representatives of the group, the farmers. Of course we have 
some farmers here, also. 

To start with I would like to call Dr. Beal, who is professor of 
agricultural economics at the University of Maryland, who is in 
charge of the Extension Service and is familiar with our problem. 


1 
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STATEMENT OF DR. G. M. BEAL, PROFESSOR OF AGRICULTURAL 
ECONOMICS, UNIVERSITY OF MARYLAND 


The Cnairman. Dr. Beal, we will be glad to hear from you at 
this time. 

Dr. Bean. Mr. Chairman, my name is G. M. Beal. I am professor 
of agricultural economics at the University of Maryland. For the 
last several years I have been keenly interested in the tobacco situation 
in southern Maryland and have been a close observer of the pricing 
developments and problems with respect to supplies and stocks, etc., 
in connection with this crop, and I am very much interested in the 
enactment of this particular piece of legislation. 

I should like to state that I have here a statement that can be left 
with the committee that was prepared in jusification for this legis- 
lation, and I should like to call attention to some of the rather sig- 
nificant facts about this matter. 

(The statement referred to above is as follows :) 


JUSTIFICATION FOR AMENDING THE AGRICULTURAL ADJUSTMENT Act oF 1958 To 
PRovIDE Supporr PRICES ON THE 1952 Crop or Type 32 Topacco 


(By George Max Beal) 


The 1952 crop of type 32 tobacco, which is grown almost exclusively in five 
southern Maryland counties, is now being stripped and prepared for market in 
the barns of about 5,000 individual growers. Southern Maryland is predom 
inantly a one-crop area where tobacco culture has been the almost exclusive 
source of income to owners and tenants for more than a century anda half. The 
tobacco produced by these small farmers in 1952 will be sold at auction during 
May, June, July, and August of 1953, without the insurance provided by sup- 
port prices unless the existing legislation is amended. The experience of the 
past year has clearly indicated that this type of insurance is imperative if many 
small Maryland growers are to be financially solvent this fall. 

In behalf of the tobacco growers of southern Maryland we urge the passage 
of legislation which will provide a support price program on the 1952 crop of 
type 32 tobacco, in order that this group of small farmers may be assured a fair 
return for their labor and capital 


MARYLAND GROWERS SUFFERED A SERIOUS ECONOMIC LOSS ON THEIR 1951 CROP 


The 1951 crop was a serious economic loss to southern Maryland. The un- 
supported 1951 crop of type 32 tobacco was sold during May, June, July, and 
August 1952, 1 year after planting, and more than 18 months after the referen- 
dum in which growers had voted against quotas and price supports. Although 
this tobacco was know to be of much superior quality to that produced in 1950, 
it was apparent from the opening of the auctions that domestic manufacturers 
and exporters were following a practice of “nonaggressive” bidding, and that 
prices would fall much below those received for the 1950 crop which sold under 
A price-support program. 

According to United States Department of Agriculture reports, 34,683,441 net 
pounds of tobacco were sold at auction from the 1950 crop for 47.75 cents per 
pound. This quantity of tobacco returned Maryland growers $16,561,000. One 
year later 38,228,344 net pounds were sold on the auction market at 43.76 cents 
per pound, for a total return of $16,729,000, Thus for an additional 3.5 million 
pounds of tobacco sold at auction the southern Maryland producers received 
only $168,000. In other words, Maryland growers planted, fertilized, cultivated, 
harvested, and stripped 381% million pounds of tobacco more in 1951 than in 1950, 
which they delivered to the auction market and practically gave away. 
Demand conditions apparently unchanged from previous year 

Consumer demand for cigarettes and other tobacco products, was apparently 
just as high in the spring of 1952, as it had been the year before. Approximately 
121 billion cigarettes were manufactured in the United States during the fiscal 
vear ending June 30, 1952. This was a new record in cigarette manufacture 
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and indicated a continuous and growing demand. Economic activity was at a 
high level and expected to remain up in 1952-53. Therefore, the reflected de 
mand for leaf tobacco for manufacture in the cigarettes, and cigars was as good 
as the year before and possibly as good as it had ever been. Thus it can be 
said with little fear of contradiction that buyers of Maryland tobacco in May, 
June, July, and August in 1952 were operating under the same, or better, de 
mand conditions as during the previous marketing season 


Burley and flue-cured prices up 


The 1951 crops of burley and flue-cured tobacco, produced under practically 
the same cost conditions as in Maryland, but sold under a price-support program, 
had already been sold at average prices of 51.2 and 52.4 cents per pound, respec 
tively. The 1951 price for burley tobacco established a new record never pre 
viously exceeded by this type, while the 52.4-cent-per-pound price on flue-cured 
tobacco was approximately 2 cents below 1950 but higher than for any other 
crop on record. Furthermore, the total supply of burley and flue-cured tobacco, 
1951 production plus stocks at the beginning of the marketing year, was up 7 
percent and 10 percent respectively. Thus it is apparent that general demand 
conditions were very good for leaf tobacco produced in 1951 and that whatever 
adverse influence increased supplies might have been exercised on burley and 
flue-cured prices was adequately offset by a price support program. 


Quality of the 1951 Maryland crop much superior to 1950 


Throughout the growing and stripping seasons it was common knowledge in 
southern Maryland that the 1951 crop was of high quality. This fact was fully 
substantiated during the marketing period. According to the United States 
Department of Agriculture: “The 1951 crop was the best in several years. It 
was lighter bodied than last year and the percentage of offerings in desirable 
cherry red color increased, Proportions of fair to fine quality grades were 
greater and there was less low quality and nondescript tobacco marketed.” 
This quality situation is also substantiated by an examination of the quantity 
of tobacco sold by grade and price on the 1951 auction market compared to 
the same figures on the 1950 crop. 

Over 58 percent of the 1951 crop was sold in 39 top and quality grades com- 
pared to 48 percent of the crop of 1950 in the same grades. Conversely only 
15 percent of the 1951 crop was sold in the 21 low and bottom quality grades 
while 29 percent of the 1950 crop was this group of grades. The percentages 
of medium quality tobacco in 29 grades were almost identical in each year. 
High quality of the 1951 crop prevented price decline from being a disaster 

The returns to Maryland growers for their 1951 crop of type 32 tobacco would 
have been much worse except for its unusually high quality. On a grade-by- 
grade basis or even in comparing groups of grades, the decrease in prices per 
pound from 1950 to 1951 were much greater than the weighted average price 
decrease for the entire crop. The medium grades, which included 27 percent of 
the 1951 crop and 28 percent of the 1950 crop were particularly vulnerable to 
price declines. In these groups the average price decline by grade was almost 
20 cents per pound for the 19 medium grades and 14% cents per pound for the 
10 medium-low grades. Even on the 16 high-quality grades prices declined on 
the average over 154% cents per pound. Thus the 1951 price experience for 
Maryland growers would have been financially disastrous except for the fact 
that 86 percent of the crop was in the 23 high-quality grades compared to 26 
percent the previous year. 

The 1951 crop price only 72 percent of parity 

An average price for type 32 tobacco equal to 72 percent of parity at the 
beginning of the marketing year becomes very significant when compared with 
a support price of 90 percent of parity, the level at which other tobaccos are 
supported, which would have been 54.7 cents per pound. Thus, according to the 
generally accepted standard of an equitable return to farmers, Maryland growers 
should have received a higher price for their 1951 crop than they did for the 
1950 crop but actually in the absence of support-price program they received 
substantially less and would have received disastrously less had it not been a 
high quality crop. 


THE REFERENDUM ON THE 1952 CROP WAS HELD BEFORE SALE OF THE 1951 CROP 


As previously indicated, the marketing season for Maryland tobacco occurs 
1 year after a crop is planted and more than 18 months after the marketing year 
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begins. Therefore, Maryland growers cast their ballots on the question of price 
supports and acreage quotas for the 1951 crop 18 months before this crop was 
to be sold, and equally important, their ballots were cast on the question of price 
supports and acreage quotas on the 1952 crop 6 months before the 1951 crop came 
to market. This meant that, unlike growers in any other area, Maryland tobacco 
producers were required to vote twice on price supports and acreage quotas before 
the sale of the first crop occurred, and Maryland growers had voted against price 
supports and acreage quotas on their 1952 crop before the 1951 crop was sold at 
free market prices. 


PRICE SUPPORTS ON THE 1952 CROP OF TYPE 32 TOBACCO WILL STABILIZE THE MARKET 
AND INCREASE THE VALUE OF TOBACCO UNDER LOAN 


Although the proposed amendment designed to provide price supports on the 
1952 crop of type 32 tobacco is of vital importance to the Maryland growers in the 
coming year, the quantity of tobacco on which loans will be made and the amount 
of money involved will be negligible, and experiences of the past indicate that the 
entire program is very likely to operate on a self-supporting basis. Price supports 
were effective on type 32 tobacco for the 1948, 1949, and 1950 crops. During this 
3-year period approximately 11 million pounds of tobacco was placed under loan, 
and about 7.8 million pounds of this tobacco was in the hands of the tobacco 
cooperative under Government loan on July 31, 1952. The liquidation of some 3 
million pounds had been accomplished at prices well above the support levels at 
which the original loans were made. 

There were no sales of loan tobacco during the 1951 marketing season because 
of depressed and unstable prices. A support program on the 1952 crop would 
not only assure a fair price on the market, but also increase and stabilize the 
value of over 7 million pounds of Maryland tobacco now held by the cooperative 
under loan. 


THE 1953 CROP WILL BE GROWN UNDER QUOTAS AND PRICE SUPPORTS 


On October 29, 1952, Maryland tobacco growers clearly indicated their con- 
viction that the degree of instability inherent in tobacco production was suf- 
ficent in this area to cause violent price fluctuations with disastrous results, 
when the movement was rapidly down, by voting in favor of quotas and price 
supports on the 1953 crop by a 74 percent majority. After having reached this 
conclusion and demonstrated their decision to adopt acreage quotas rather than 
accept the price insecurity of a free market, these growers are still facing the 
sale of their 1952 crop under practically the same circumstances as those which 
were so disastrous last year. This situation becomes particularly significant 
in view of the fact that quotas have been declared and approved on next year’s 
plantings and the 1952 crop is now being stripped in the barns of southern Mary- 
land growers. It is therefore impossible for a support program on the 1952 crop 
to stimulate increased production of type 32 tobacco. The 1952 crops is already 
made and quotas will be effective for 1953. 


1953 QUOTAS EXCEED THE 1952 CROP 


According to provisions of the act now applicable to type 32 tobacco, quotas 
were determined, proclaimed, and accepted by the growers in southern Maryland. 
The formula for calculating quotas is set by law and provides for a poundage 
quota which is then translated into acres for the area and for each grower. 

The 1953 quota for type 32 tobacco was 42 million pounds. This quota 
exceeds the 1952 crop, which is now in the curing barns, by more than a million 
pounds. Hence, it is clear that the 1952 crop is not excessively large, and supports 
on this crop cannot possibly increase the 1953 crop, which will be grown under 
quota. 

AN UNSUPPORTED 1952 CROP MAY MEAN FINANCIAL DISASTER 


The possibility of serious financial injury to southern Maryland, if the 1952 
tobacco crops are not supported cannot be overemphasized. 

The demand situation this spring is no better than it was a year ago, in spite 
of a new record in cigarette production for 1952. Tobacco stocks of cigarette 
types (including Maryland) are up. Burley and flue-cured prices to farmers for 
the 1952 crop were down slightly. The Maryland crop is almost as large as in 
1951 and of much lower quality. Furthermore, there is a noticeable weak- 
ness in the general level of farm prices from a year ago. 
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This picture promises nothing other than a further decline in prices for the 
1952 Maryland tobacco crop, Which may reach disaster proportions unless checked 
by a support program. 

CONCLUSIONS 

A careful consideration of the current economic status of type 382 tobacco 
growers in relation to growers in other areas indicates that there is ample 
justification for price supports on the 1952 crop which will be sold in the spring 
and summer of 1953. 

(1) Maryland growers experienced serious financial losses from the sale of 
their 1951 crop, in spite of the fact that demand conditions generally were just 
as good as they had been in the previous year. These losses might have been 
disastrous except for the unusually high quality tobacco produced in 1951. 

(2) Maryland growers have already voted in favor of quotas and price sup- 
ports on their 19538 crop, but still have an unsupported crop to be sold because of 
the fact that, unlike producers from any other tobacco-growing area, Maryland 
farmers were required to vote twice before the sale of the first unsupported crop 

(3) Price supports on the 1952 crop cannot possibly encourage further increases 
in production because the 1952 crop is in the barn and quotas have been declared 
and accepted for the 1953 planting. 

(4) The support program on type 82 tobacco involves a negligible quantity of 
tobacco and a very small amount of money in relation to the entire price-support 
program on tobacco leaf, and past experience indicates that the program for 1952 
would be unlikely to result in a net loss to the Government. 

(5) The acreage allotment for type 32 tobacco on which the 1958 acreage quota 
was predicated exceeds the 1952 crop by 1 million pounds. 

(6) If left unsupported the 1952 crop of Maryland tobacco is likely to sell 
at prices which are disasterously below last vear’s. The demand situation is no 
better, agricultural prices generally are sagging, the Maryland crop is about as 
big as in 1951, and the quality is inferior. 

Dr. Brau. In the first place, the Maryland people in this particular 
part of the State are dependent almost exclusively on tobacco for a 
livelihood. That applies not only to the farmers but also to the 
people who live in the communities there. Southern Maryland has 
been essentially a one-crop area and people have been growing tobacco 
there for 300 years. The majority of these people are owners of their 
own farms. They are small farmers, most of them, and entire ‘ly de- 
pendent upon tobacco for a livelihood. 

The 1951 crop was sold last May through August. You will notice 
that a crop of Maryland tobacco does not come to market until a year 
after it is planted. So the 1951 crop had been hanging in the barns 
all winter and was sold without the benefit of supports. As a conse- 
quence, the people of southern Maryland are asking for assistance not 
the first time something has happened, not the first time their prices 
have started to fall off. They have already had experience in selling 
an entire crop of tobacco. That crop was of very good quality. 

As an indication of it, 58 percent of the 1951 crop was in the top 39 
grades—Federal grades of Maryland tobacco. Of the 1950 crop only 

13 percent was in those 39 grades. I merely point that out to indicate 
that while the Maryland people took a very disastrous price beating 
in comparison with their 1950 crop, which had been under supports, it 
would have been much worse in my opinion had the quality of the 
1951 crop not been so good. 

The Cuatrman. How much difference was there in the price in the 
20 years? 

Dr. Breau. The average price difference was approximately $4 a 
hundredweight, but that does not tell the whole story because in the 
first place the price that was received was only 72 percent of parity on 
the 1951 crop, and even more important, many grades were down as 
much as 15 to—I think the greatest differenc e—24 cents a point differ- 


31154—53 2 








6 PRICE SUPPORTS—-MARYLAND TOBACCO 


ence in the price between the 1950 and 1951 crop. The fact that so 
much of the crop was in the higher quality was the only thing in my 
opinion which kept the 1951 situation from being disastrous as far as 
Maryland is concerned. 

lam sure that you gentlemen are even better aware than I am that 
the demand situation for agricultural products is not as good this year 
as it wasa yearago. You are well aware that agricultural prices gen- 
erally are slipping quite a bit. We who are interested in southern 
Maryland are very much concerned about what is going to happen if 
this crop that is now hanging in the barn comes to market without 
ans supports. 

Another point of considerable interest is the fact that the 1952 2 crop is 
made, it is in the barn, sup ports on this ¢ rop cannot have any e ffect 
at all on increasing production because the 1953 crop, which will be 
P Jlanted in a few months, has been voted in a supports and quotas 
by the Maryland people who voted last October by a 74-percent ma- 
jority in favor of quotas and supports on their 1953 crop. So we have 
a crop . the barn that we need help on. 

The Cumman. Was it for more than 1 year that they voted? 

Dr. Bi iL. It was voted in for 1 year but it missed 3 years by about 
t percent, IL think. It was a very close thing to being 3 vears. 

The Cu AIRMAN, They voted On the two propositions, that 1S. l year 
or i 

Dr. Beau. That is right. 

The Cuamman,. The 1 year carried and the 3 vears lost. 

Dr. Brau. Barely missed. As a matter of fagt they had a recount 
hoping it might show some change. It was just barely on the verge. 

Another thing that I should like to eall your attention to is fhe 
fact that the quotas in acreage that Maryland can grow, and the quota 
in pounds upon which that acreage was based, is greater for the 1953 
crop than the total quantity for the 1952 crop. I think that is sig- 
nificant because it is not a big crop, Vou see, that we are asking for 
help on. It is not as big a crop as we will be permitted to grow under 
quotas in 1953. 

The CuairmMan. Is that because of the need or because the acreage 
was cut ¢ 

Dr. Bear. That was a result of the situation being as bad as it 
was, some of the people were right discouraged even before they 
planted the 1951 crop. But the important thing is that the 1951 
crop was not an unusually big crop. It was a pretty large one. We 
have been in the neighborhood of 40 million pounds of tobacco the 
last few years over there. 

The CuairmMan. Was there an actual reduction of acreage in 1952 
notwithstanding the fact there were no quotas? What was the sit- 
uation / 

Dr. Breau. The reduction from 1951? No. I think it was approx- 
imately the same on the 1952 crop as it was on the 1951 crop. 

The Cuairman. But the yield was lower? 

Dr. Beat. A little bit. The important thing, as far as I am con- 
cerned, is that the 1953 quota which we will be permitted to plant is 
just as great as the 1952 crop. I bring that out to indicate that we 
are not asking for support on something unusually large and we are 
asking for support on something which cannot be changed. There 
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will be no encouragement of production as a result of this act because 
the 1958 crop is already under quota. 

Mr. Poace. There will be no encouragement of production in 1953 
for tobacco growers, but there will certainly be no encouragement 
of quotas in 1954, and there will be encouragement for every peanut- 
grower, cottongrower, and wheatgrower in the United States to vote 
down quotas. 

I do not think I would vote them if I were convinced that Congress 
would come and bail me out if I voted against them. 

Dr. Breau. I do not think that that would be the way the logic 
would run exactly for this reason: They have already voted in favor 
of quotas and supports on the 1953 crop. They did that before we 
began attempting to get this legislation. I do not think the people 
of southern Maryland would be attempting to get any assistance 
whatever if they had any reason to believe that “the farmers were 
not convinced on the basis of that 1951 crop that the only way they 
were going to be able to produce tobacco in southern Maryland was 
under a price-support and quota program. 

Mr. Poacr. As everybody else, they will attempt to get everything 
_ can and they will attempt to do it with as little control as they 

an get by with. If they can get the benefit of Government supports 

without any control on their production, they will do it. If you do not 
elie ve that, look at woe the dairymen are doing right now—and 
I happen to be in the dairy business. Mr. Binsan is now paying 90 
percent of parity for butter with no controls on production. If you 
think the farmers will not take it, look at the amount of butter the y 
will have in storage in the next 2 or 3 months. 

The farmer, like everyone else, is going to take all he can get with 

little control as he can. We are going to have to have control on 
these things on which we guarantee the price, or else the whole pro 
gram will break down. 

Dr. Brat. That is right. And we have controls on Maryland to 
bacco for 1953. 

Mr. Poacr. But, if you can convince my farmers in Texas that they 
can vote down acreage control on peanuts and then come back to this 
Congress and get the Congress to bail them out after they have done it, 
you can expect to see them vote it down. At least, I expect them to 
vote it down just as sure as Congress sets that kind of policy. I do not 
know that I would tell them to do otherwise. 

Dr. Beau. I think maybe I ought to bring out pretty clearly, then, 
two things. One is that I was present in all of those meetings that we 
had prior to the votes, and know quite well what the sentiment of the 
people was prior to the vote last fall and what it was at the time of the 
vote last fall. On that basis I would say that I think that the people 
of southern Maryland fully realize that they cannot possibly have sup- 
ports on their tobacco crop without having quotas. 

Mr. Poacr. They realize that. But, if this Congress changes our 
policy and says that you do not have to vote quotas in order to get 
support, then ‘there is not anybody in the United States who is going 
to believe that they had to do it, and everybody is going to take the 
chance on trying to get by without any quotas. 

Dr. Brat. I would like to add one more point, and that is this: I do 
not know of any area in the Nation, whether it is tobacco, peanuts, 








Ss PRICE SUPPORTS MARYLAND TOBACCO 


wheat, or what it is, where the marketing situation is such that people 
vote twice before they sell a crop. The people of southern M: iryland 
voted against quotas on this 1952 crop before they sold the 1951 crop, 
and Tam convinced they learned a bitter lesson. 

Mr. Poacr. They have not learned it if we bail them out. You tell 
me that the child learns a bitter lesson because he is told “iF you run 
off, dad will give you a paddling”; but, when he runs off and daddy 
does not give him a paddling, do you think he has learned a bitter 
lesson ? 

Dr. Brau. I think he has in this case, because I think they indicated 
it pretty clearly when they voted in favor of supports on quotas on 
the 1953 crop. 

Mr. Cootry. Mr. Chairman? 

The Cuarrman. Mr. Cooley 

Mr. Cootry. What was the percentage of the farmers voting in 
favor of the quotas in the 1953 referendum / 

Dr. Beat. A little over 74 percent. 

Mr. Cootey. That was for 1 year? 

Dr. Beat. Yes. As I said, it was very close to being the necessary 
two-thirds for 3 years. 

Mr. Cootry. When did they vote? 

Dr. Brat. They voted on the 29th of October, if I remember cor- 
rectly. 

Mr. Cootry. On the 29th of October ? 

Dr. Bear. This past October, on the crop they are now planting. 

Mr. Cootry. Were you harvesting tobacco at that time ? 

Dr. Beat. We were harvesting the 1952 crop at that time. 

Mr. Cootry. And marketing the 1951 ¢ 

Dr. Brau. The 1951 had been marketed just a little while. The 
market closed at the end of the second week in August. 

Mr. CooLey. And the prices were close ¢ 

Dr. Beau. Very much so. 

Mr. Cootey. What was the average? 

Dr. Beau. Forty-four cents, about 72 percent of parity. 

Mr. Cootry. One thing puzzles me, and that is: Why was not the 
acreage for 1953 reduced below that of 1952% If you have a surplus 
of tobacco, it seems to me that the proper thing to do would be to 
reduce the acreage. Apparently the farmers are making no sacrifice 
in the way of acreage allotme ‘nts and intend to plant in 1953 exactly 
what they planted in 1952 

Dr. Beat. No. I am eins sure that is not exactly correct. The 
quotas for 1953 are worked out according to formula that is in the 
act. I hesitate to say very much about that because representatives 
of the Tobacco Branch are here who know more about the way it 
worked than I do. 

Mr. Cootry. I think you are probably right: that I should ask 
Mr. Thigpen and others that question. 

Dr. Breau. There will be a cut of considerable magnitude from the 
planted acreage of 1952. We had some difficulty getting our crop 
under way. 

Mr. Cootry. What do you mean by “planted acreage”? As re- 
lated to harvested acreage? You harvested all you planted, did you 
not? You did not have any loss because of hail or other catastrophe ¢ 


PRICE SUPPORTS——-MARYLAND TOBACCO g 


Dr. Brau. If I remember correctly, there was quite a bit of de- 
crease in the harvested acres from the planted acres. 

Mr. Cootry. Harvested acres and planted acres? In other words, 
you had a short crop as we did, from the standpoint of pounds per 
acre ¢ 

Dr. Beat. We had a pretty bad season early, and I am convinced 
from everything that I have been told about the situation that there 
were quite a number of acres that were abandoned between planting 
and harvesting. 

Mr. Cootry. Why ? 

Dr. Beau. Just because the tobacco was so poor there was no point 
in trying to keep it. So, Iam quite sure that there has been quite a 
substantial reduction from the planted acres as calculated by PMA 
in their measurements last spring from the 1952 crop to the 1953 quota. 

Mr. Cootry. I am wondering if there is a precedent for this legis- 
Jation. Maybe Mr. Thigpen can tell us about that. I have recollec 
tion of something like this in the tlue-cured area following the 1939 
season. But you would not know about that 4 

Dr. Bean. I know something about it. but I do not know if Mr. 
Thigpen could anip ify it pe rhaps. There was a precedent set at 
that time. Actually, the « ‘rop was going to market when the action 
took place. 

Mr. Cootry. Did you submit to the growers the proposition of hav- 
Ing quotas for 3 years rather than 14 

Dr. Bean. Oh, ves. It was submitted. 

Mr. Cootey. Did they defeat that? 

Dr. Breav. By about 4 or 5 percent. It was very close. You see, 
it had to have two-thirds in favor of 3 years or a combination of more 
than two-thirds in favor of 1 plus 3. Actually, it came within about 
4 or 5 percent of being enough to have a 3-year vote. 

Mr. Cootty. How much is the county over now’ Do you know ?4 
Or should we ask Mr. Thigpen about that ¢ 

Dr. Bean. I think you should ask Mr. Thigpen. 

Mr. Auserr. What was the vote on the 1952 ¢ rop ¢ 

Dr. Beat. The vote on the 1952 crop was in opposition. It was a 
little more than half. There was a very substantial change in senti- 
ment in southern Maryland. 

Mr. Atperr. Over half voted against the quotas for the 1952 crop. 

Dr. Beau. I think that is rieht. 

Mr. Cootey. They have been under quotas for a long time and they 
were fully aware of the consequences of their votes. 

Dr. Bean. No. As a matter of fact, until they voted this time, 
Maryland has never been under quotas. They had price sup ports for 
3 years, but their volume was not sufficient: their volume in stocks 
was not sufficient to put them in a quota position. I would like to add 
just one more thing, and that is that the quantity of tobacco involved 
in this situ: ition compared to the total tobacco program is negligible. 

In the 3 years that Maryland had support prices the Government 
took a total of 11 million pounds of tobacco, and the largest in any 
| year was approximately 514 nuillion pounds. So that, compared to 
the quantity of tobacco that goes under loan, under the tobacco pro- 
= in each year, the M: iryland situation is just practically negli- 
gible. . 
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Mr. Cootry. Do you know how much the Government sustained 
as a loss on that? 

Dr. Bean. Up to now the Government has sustained no loss at all. 

Mr. Coortry. Do you know how much of the tobacco the Govern- 
ment still has on hand ? 

Dr. Brau. I think Mr. Thigpen had better answer that. I can 
hit within a little bit of it. Since he is here, he had better answer that 
question. I think that completes the formal statement that I have, 
gentlemen. 

Mr. Avserr. May I ask a question. 

The Cuarrmman. Mr. Albert? 

Mr. Axuperr. If there is not a lot involved, would it not be better 
as a matter of prince iple, when all of us here on this committee are 
faced with quota situations of one kind or another from time to time, 
to let the principle stand. 

Dr. Beau. It all depends on what you are talking about. If you 
are talking about tobacco, yes: if you are talking about people, no. 
At the moment I am interested in the people of southern Maryland. 

Mr. Avpert. I am, too. 

Dr. Bran. As far as we are concerned, they are just as important 
as the people who produce milk that goes into butter all over the 
United States, and they are in a lot worse situation. 

The Cuamman. Are there any further questions? Mr. King? 

Mr. Kine. You say that they received last year 44 cents approxi- 
mately. 

Dr. Beau. Yes. 

Mr. Kine. What would they have received if they had been under 
90 percent of parity ¢ 

Dr. Brau. Sometimes the actual price is not exactly what parity 
was, but 90 percent of parity would have been about 54 cents last 
vear, on the 1951 crop. 

Mr. Kine. Are you going to submit any evidence to show that they 
cannot grow tobacco at 44 cents a pound and make out all right ? 

Dr. Breau. I have no cost figures that are to be submitted at this 
time. However, on th: at point whenever you deal with cost figures in 
connection with agriculture, you must de al with ave rage figures based 
upon some kind of sample, an what you would certainly come out 
with is that a lot of people cannot possibly do it and a few people 
can. 

As you know, farmers will go ahead and eat up their equity for 
quite a few years before they go entirely broke on = situation. 

Mr. Kine. You said that practically all of these farmers own their 
own farms? 

Dr. Beau. The big majority of them, yes. For the State of Mary 
land as a whole, it was about 77 percent of all the farmers in Mary- 
land. IT have not checked it by individual counties. 

Mr. Kine. You do not think, then, as a sectional segment of this 
industry, that they are yet at a place where they need or deserve Gov- 
ernment charity in the form of bailing them out and arbitr arily giv- 
ing them an extra price on a crop which they in advance said they did 
not want a guaranteed price on ¢ 

Dr. Bran. Well, I would say this: That you must recognize a very 
exceptional case when a group of farmers are in a position where 


PRICE SUPPORTS——-MARYLAND TOBACCO 1] 


they vote on a matter such as th: aut 18 months before their crop comes 
to market. 

Mr. Kine. Perhaps I should not a added the last part of the 
question. Answer the first part of it. Do you think, if most of them 
own their farms, they are at that sei where the Government should 
give them this sort of charity / 

Dr. Beat. I think they are. I think that particular group of 
farmers—and I would not exactly call it charity, either; I certainly 
would not in terms of the whole program of Government assistance 

farmers—I think it is a situation whefe, when the y are oper: iting 
on their own in an economy such as ours, without some kind of insur- 
ance, farmers are at a competitive disadvantage that they just simply 
cannot overcome. 

I believe that after taking the kind of price situation that they had 
last year, after losing as much relative to what they would have made 
or what the ‘vy did get from their previous crop with the cost situation 
being equally as bad as it had been the previous year, that this group of 
farmers are in real need of some assistance in terms of their 1952 crop. 

I sincerely think that that is true. 

Mr. Kine. Is not that one of Maryland’s most prosperous farm 
sections 4 

Dr. Breau. I do not think so. 1 do not think that you could ever 
say that the tobacco-growing area of Maryland is one of their most 
prosperous farm sections. I think that by and large during the war, 
and until the 1951 crop, they were doing about as well as many other 
tobacco-growing sections, but their costs are high and their yield is 
not as great per acre as in the case of other tobacco CrOWINE sections of 
the country. 

I sincerely think that these people, in southern Maryland, need 
issistance on the 1952 crop. Tam very much concerned about what 
the price will be, if nothing is done about it, based on what happened 
last year. 

The Cuamman. Mr. Andresen has a question. 

Mr. Anpresen. You mentioned competitive disadvantage. Where 
does that competition come from ¢ 

Dr. Beat. That is a kind of a problem. It is an expression that 
is somewhat my own. Let me put it this way: As far as I am con- 
cerned—I do not like to take up your time with this, but I will be 
glad to state my position on it—as far as I am concerned, currently 
in the United States most of industry and most of labor are char- 
acterized by very large units, every one of which is big enough to 
influence the price of its own commodity, and that includes wages, 
by its own actions. In agriculture we still have left many small 
units, no one of which is big enough to atfect the price of the com- 
modity that it has to sell by its own actions. 

In other words, we have what economists call relatively pure com- 
petition in agriculture. Under those circumstances it is my convic 
tion that when farmers sell to and buy from segments of our economy 
where they are dealing with big units which have policies where they 

can control their own supply and influence their own price by with- 
lak ling from the market the commodity that they have, that farmers, 
being unable to do that, are at a competitive disadvantage which makes 
it difficult for them to get anywhere near the parity that we have 

















PRICE TOBACCO 





MARYLAND 





SUPPORTS 


always talked about, of their own efforts. They cannot do it without 
somebody *s help. 

Mr. Anpresen. Of course all farmers face that same situation on 
labor costs, on costs of everything they have to buy. 

Dr. Beat. Exactly true. 

Mr. Anpersen. I thought that tobacco really had the finest program. 
I know the sponsors of the program here did an excellent ‘ob to take 
care of tobacco. 

Dr. Beau. That is right. And Maryland has not been in it and is 
not in it for this 1952 crop and that is the problem. 

Mr. ANpresen. When did Maryland get in under this fine tobacco 
program { 

Dr. Brat, They were under the support program for 3 years and 
then in 1951 they were out, and now what we are attempting to do is to 
get them back in for 1952. They will be in for 1953, as they have 
already voted. 

Mr. Anpresen. The reason they are not in is because they have 
failed in this so-called democratic manner to vote controls ¢ 

Dr. Beau. That is true, but at the same time, I can only repeat that 
they are the only group of farmers that I know anything about that 
made their decision 18 months before their crop came to market. 

Mr. ANpDRESEN. Is not that typical with other types of tobacco / 

Dr. Brean. Oh. no: oh, no. The other crops are all sold and they 
know before they vote the second time what they vot for the previous 
crop. 

Mr. Anserr. May I ask a question on that point? Peanut growers 
vote 3 years in advance. They have to decide 36 months in advance 
when they vote on allotments. 

Dr. Beat. That is a situation where the peanut program is set up. 
Apparently the peanut people are Interested in voting that way. 
What I had reference to was that it is a marketing situation, it is a 
situation where the Maryland crop is harvested in the fall and it is 
not sold until the following spring, and the vote on the crop is required 
the previous October. 

So you vote 1 October, you planet a crop In May, you harvest it in 
August, and you sell it the following May. That is quite a long time. 

Mr. Anpersen. As I understand it, the other tobacco when it is 
raised, must be cured and sold the following spring. So that—— 

Dr. Bean. I guess I should not be dealing with these things. There 
are other people who know more about it than I do and I may be 
steering you wrong. My understanding is that Maryland is the only 
tobacco area where the vote is taken that far ahead of the sale of the 
crop. 1 think that will be verified by subsequent witnesses here. 

Mr. Anpresen. And what I am getting at is that the tobacco that 
you plant this spring is harvested this fall, put into the curing barns 
or sheds or whatever you have, and then you sell it next spring. Is 
that right? 

Dr. Beant. That is right. 

Mr. Anpresen. We have an expert on tobacco on this committee, 
the best in the country. I am wondering if his tobacco is handled 
many other manner. 

Mr. Coo.tey. Ours is harvested in the fall and marketed in the fall. 
You looked at me, but I am not an expert. 

Mr. Anpresen. I am glad that you admit it. 
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Mr. Cootry. IT admit that Iam not an expert. Mr. Albert is right. 
When they vote on flue-cured tobacco, they usually vote for 3 years. 
We are voting in anticipation of marketing the tobacco, 36 months 
before, when we cast the vote. When we approve, it does not neces- 
sarily approve quotas, it does not necessarily mean that we will have 
quotas. 

The Secretary of Agriculture has the authority to announce quotas. 
The one thing that I am hoping we can clear up is whether or not 
we would be establishing a precedent in this case. I would like to 
have you tell us about it. 

Dr. Beau. Mr. Thigpen can answer that question. We are in about 
the same position here that you were back in the early 1940's in your 
area. 

The Cuamman. We will have Mr. Thigpen on to answer that ques 
tion later on. 

Mr. Poace. Mr. Chairman, 1 would lke to have Dr. Beal explain 
a little further on she at philosophy. I understand that you suggested 
that farmers were the “oly group in the country whic h had to buy 
in a competitive market and had no w: iv of working together or uni- 
fying their efforts toward some control on their production and sale. 

I think that isexactly right. But is it not that the entire philosophy 
of the present price-support structure that we give farmers a method 
whereby they can overcome some of that competitive disadvantage by 
coordinating their production so that they will limit their production 
to something approaching the anticipated market demand / 

Dr. Beau. That is right. or I would not be here for one moment 
advocating this. I could not do it conscientiously in the position that 
I have if it were not for the fact that the M: uryland growers last fall 
voted favorably on this situation, and T am convinced that they will 
continue to do so even if we—— 

Mr. Poace. They voted unfavorably on control of the production 
of their 1952 crop. 

Dr. Bean. Yes, sir. They did that about a year ago last. October. 

Mr. Poacr. It is the only time they could have done anything. 

Dr. Beat. That is right. 

Mr. Poacr. There was not any other time that they could have 
done anything. You tell me that our tobacco growers had a bad 
time in Maryland. 

I tell you that there were thousands of peanut growers in Texas 
this year that never harvested a single peanut. And in Oklahoma, 
too. 

I tell you that they did not grow any at all, and that the year be- 
fore they grew practically none. But—— 

Mr. Avserr. And everyone who had 1 acre over, paid a penalty fee 
if he sold any peanuts whatever. 

Mr. Poacr. Maybe I am overlooking something but it had not 
occurred to me that I ought to come to this Congress and say because 
we had a bad year, suppose you give us a year or two without any 
controls but guarantee our price. 

It seems to me that those people are in just as sound position to 
make that kind of an argument to this Congress. I think that the 
moral basis of it is just as strong as your basis. 


$1154 
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Would you go along with 1 and s L\ bec ause we did not vrow a 
single peanut last year, because God Aline" ity did not send the rain— 
and you say you had a bad season—because we had a bad season, would 
you suggest that we can grow all the peanuts we want to and that 
this Government will support the price ? 

Dr. Beat. No: I would not Say that at all. 

Mr. POAGE. Do you not te l| me that becnuse per hance your people 
did not have a ood season? They had expected to ride to a sub 
stantial financial return on the control that the people in other tobacco- 
oTowlhg States are oly Ing them. because, SiLy what you may, there is 
competition between the various types of tobacco. 

They knew that the ereat mass of tobacco was under controtl, they 
knew that most of the tobacco. the but ley, the flue cured of this coun- 
try, Was all under acreage control and that there couk l not be a stu- 
pendous surplus dumped on the ey ( — iently, they had an- 
tic ipated that they would take a free ride during the year 1952, and 
produce a : urly substantial « ‘rop which might even reduce the price 
somewhat, but that they would dt tunp it on the markets which were 
already protected by the cut in acreage in North Carolina and in 
Kentucky and in other parts of the United States, and that then 
they woul 1 take that ride and that the “\ would have so much tobacco to 
dump on the market, which would still be a small proportion of the 
total of the United States, and that had they gotten a good crop that 
they would have been way out to the oood, but since they did not get 
that good crop, since actually they did not produce any more than 
they would have produced if they had had acreage controls, they said 

“We did not gain anything on this gamble. Now, then, let the United 
States of America come in and see to it that we are made whole because 
our gamble was poor and it did not pay off.’ 

For my part, 1 do not propose to dig into the United States Treas 
ury and pay the people who lost on that gamble. They took the 
gamble, their e yes were open, they knew the law, they knew, as you are 
just now telling us, that the one and only w ay that the farmers have 
of meeting that organized competition from without, is through the 
acreage control laws that this Congress has made up. 

They spurned those acreage control laws. They said “No; we will 
gamble with fate.” It seems to me that they are certainly in no better 
position than our peanut growers who did not take a gamble but 
who voted quotas and then did not grow peanuts. 

The Cuarirman. Is the witness prepared to answer that question? 

Dr. Bear. I did not know that that was a question. But I would 
like to mention two things that are important to me. 

In the first place, let us grant for the moment that the Maryland 
farmers made a mistake. Let’s say that they made a mistake when 
they voted quoti is on the 1951 crop: and found that out. 

But before they found that out ~ ‘vy had already made the same mis- 
take on the 1952 crop. What we are trying to do is to appeal to Con- 
gress to help them ease some ents the beating that they are taking 
because they made two mistakes. 

All I can say with respect to peanuts is that the peanut growers, if 
they voted against quotas, they would know before they planted the 
next crop that they were wrong. 
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Mr. Poacr. No. They voted 36 months in advance and they voted 
for the quotas and they had quotas last year but still did not grow 
any peanuts. 

Mr. Smauu. Mr. Chairman, I have some other witnesses here who 
I believe will clear up some of these points, if IT may produce them. 

The Cuatrman. Are there any further questions of Dr. Beal? 

Mr. TuHompeson. I would like to address a question to some of the 
members of the committee who have been here longer than I. Have 
we any precedent for doing what we are requested to do 4 

The CuatrmMan. The Chair understands we have. We have Mr. 
Thigpen here, from the Department, and we can ask him about it. 
He is familiar with the history of the program. We will depend on 
him to help us out on that. 

If there are no other questions, we thank you very much, Dr. Beal. 

T gh. hair wants to make this inquiry. We could call Mr. Thigpen 
now, but I prefer to let him wait until later, because we probably have 
witnesses here who will not be able to return at some other time and 
who have come some distance to be here. Is that correct ? 

Mr. Smauu. They could be here, but they have come some distance. 

The CuarrmMan. Let’s go ahead with some of the other witnesses. 

Mr. Smautu. Mr. Chairman, before I call the next witness I would 
like to say that I am not here to testify on my bill. In southern Mary- 
land it is a one-c Trop area There is nothing else that these people get 
any income on. There is no industry down there. One of our counties 
does not even have a railroad. So we have nothing else in southern 
Maryland for a money crop except tob: acco. 

It is a fact that they did not plant a large crop, hoping to capitalize 
on the fact that tobacco was supported in other areas, and they could 
come in with an exceptionally large crop. The fact is that the acre- 
age was some 2,000 acres less than they will have under controls in 
this coming year. 

However, I would like at this time to call on Mr. Cooksey, who is vice 
president of the Maryland Farm Bureau. I would like to have him 
express the views of the Farm Bureau. 

The Cuarrman. We will be glad to hear from you at this time. 


STATEMENT OF W. A. COOKSEY, VICE PRESIDENT, MARYLAND 
FARM BUREAU 


Mr. Cooxsry. Mr. Chairman and honored members of the commit- 
tee, at our last farm convention, held in January of this year, the 
Maryland Farm Bureau, the voting delegates went on record unani- 
mously in favor of this piece of legislation. 

I have before me a copy of the resolution which I will gladly leave 
here. All segments of the industry in southern Maryland have ap- 
proved this piece of legislation. We have gone on record as being in 
favor of it. Wein southern M: aryvland need this. I would like to stress 
one point that has been brought out here by the gentleman, and I think 
he is merely right in trying to find out all he can about the tobacco 
industry in southern Maryland. You can ask all the questions you 
want, and you will still have lots of them to ask as you go down the 
line in tobacco. 

Weare not appealing to this group because we had a bad year. The 
crop we sold last year was one of the best that has been produc ed in 
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southern Maryland. But it sold at a reduced price. So it is not be- 
cause we had a bad year, but because of the situation we find ourselves 
in within the structure of the law. 

nie law was set up and we in southern Maryland take our part of 

» blame for it. We sat back and watched you boys go ahead. The 
fact has to be brought out that we vote in Oc tobe r. we pli unt iM May, 
and we sell the next May ; the 18-month period there is the thing that 
is disadvantageous to the growers. 

I am convinced that had the growers of the southern Maryland 
tobacco seen the results of the 1952 market before they voted on the 
quotas for 1953, we would have had a favorable vote on this. 

This is the situation we find ourselves in and we appeal to you gentle- 
men. We do not feel that it is establishing a precedent. We appeal to 
you to please help southern Maryland out. I think every organization 
down there is striving now to make this tobacco program that you 
have, the ideal program. You have done it in the burley belt, you have 
done it in the flue-cured belt. You have made it a wonderful program. 
We want to put our shoulder to the wheel and help you to keep this 
tobacco program what it is. But we do appeal to you to help us 
out on this crop that is now hanging in the barn. Thank you. 

The CuatrMan. Mr. Poage has a question. 

Mr. Poace. I want to apologize, because I have an appointment 
right now, and I hate to ask questions and run off. Let me get two 
questions, if I may: Would your organization support placing Mary- 
land along with the rest of the tobacco growers and have just one 
referendum instead of leaving you out on a separate basis where you 
can do this sort of thing? 

In other words, would you now favor just voting on tobacco, the 
Nation over, rather than giving Maryland a separate run on this? 

Mr. Cooksey. If that were possib sle. 

Mr. Poace. It is possible if this Congress provides it. It is Just as 
possible as it is for us to pass this bill. Would you favor that if we 
were to put you in with all the rest of the tobacco in the United States 4 

Mr. Cooksey. This is one thing that I do not have clear in my mind. 
I do not think this Congress can do anything about the method of 
handling, curing, and marketing the proper tobacco. It takes us 18 
months in southern Maryland—— 

Mr. Poace. I understand. Would you be willing to let all of the 
tobacco growers in the United States vote on whether or not they will 
have quotas for tobacco ’—period. The law now says that these flue- 
cured people have an election, the burley people have an election, and 
then Maryland alone has an election, entirely separate from everybody 
else, which allows the very thing that I described awhile ago, and 
allows you to take a free ride on other people’s backs every 2 or 3 years. 

Are you willing to be put in with the rest of the tobacco growers? 
All cotton is the same; all corn is the same; all wheat is the same. 

Mr. Avserr. All peanuts are the same even though they are of dif- 
ferent types. 

Mr. Poace. Yes. but they have a vote clear across the belt. Are 
vou willing to abide by a national election or do you still insist on 
leaving Maryland in a separate position’ IT want to know whether 
you can eat your cake and keep it or what you want to do with it. 

Mr. Cooksey. Please get my position on this. I have been an ad- 
vocator of trying to consolidate our efforts. If this will better the 








PRICE SUPPORTS—MARYLAND TOBACCO 17 


situation of the overall picture of the tobacco situation in Maryland, 
personally I would say “Yes; go along with that.” 

Mr. Poacr. Are you in favor of 90 percent parity supports for all 
basic commodities / 

Mr. Cooksey. I am in favor of 90 percent parity on tobacco. 

Mr. Poace. Are you in favor of it for cotton 4 

Mr. Cooxsry. I cannot speak for the cottongrower. 

Mr. Poacr. Are you in favor of it for wheat / 

Mr. Cooksey. I cannot speak for them. 

Mr. Poagr. Are you in favor of it on peanuts? 

Mr. Cooxsry. I could not speak for them. I know very little about 
them. 

Mr. Poacr. I am not asking you to speak for them. I am asking 
you to speak for yourself. Are you willing, as a taxpayer of the 
United States, to support these other commodities at 90 percent that 
you are asking us to support on your commodity at 90 percent 4 

Mr. Cooxsty. I am more familiar with the tobacco situation. 

Mr. Poace. I understand. But you are a taxpayer and the people 
that are kicking about this are the people who are paying the bill. 
Are you, as a taxpayer, willing to support cotton at 90 percent / 

Mr. Cooksey. You have me ona spot. 

Mr. Poace. I sure have. 

Mr. Cooxsry. I don’t know too much about the wheat program. I 
understand the wheat program and the grain programs are entirely 
different from the tobacco program. You have the support on the 
grains with no controls. 

On the tobacco program, we do have an adjustment. 

Mr. Cootry. You are not entirely correct about that. You do not 
have mandatory supports on wheat or cotton, either, unless you have 
controls. 

Mr. Cooxsry. I may be wrong on that. 

The Cuatrman. Mr. King has a question. 

Mr. Kine. Are you a tobacco grower / 

Mr. Cooksey. I am. 

Mr. Kine. Under the conditions prevailing last year, could you 
make a reasonable profit at 44 cents a pound ? 

Mr. Cooksey. No,sir. I think it has been wiped out by the tobacco 
spread in southern Maryland—I may be wrong on this. Taking into 
consideration labor at the price it is, we are caught in a squeeze in 
southern Maryland between high wages from Washington City moving 
on down and the Patuxent Naval Base just below us, whe ‘re they are 
pulling our labor off. The only way you can get any farm labor is 
to pay the competitive labor scale throughout that area. 

I think our tobacco group has said it is costing us something like 
16 cents a pound to produce tobacco in southern Maryland. 

Mr. Kine. You know whether you made money or not, do you not? 

Mr. Cooxsty. I know I lost money. 

Mr. Kine. Over the period of the last 8 years, how have you made 
out ¢ 

Mr. Cooxsry. [am not boasting, but I have been pretty fortunate. 
We do not grow such a large poundage per acre, but we grow a fairly 
good quality. I have made out fairly good. Last year was my poorest 
year over the past 6 years, and I had a good crop. 
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Mr. Kina. So, you feel that in the first bad year in 8 years the 
Government should rescue you ¢ 

Mr. Cooxsry. I am trying to point this out: This was not a bad 
year so far as production was concerned. We had an excellent crop. 

Mr. Kinc. But you could not make money at it. 

Mr. Cooxsry. We could not make money at those prices; that is 
true. 

The CHarmman. Mr. Polk? 

Mr. Potx. Mr. Chairman, I want to apologize for being late this 
morning. I had another appointment. Iam sorry I have not heard all 
the testimony. I would like to ask a couple of questions of the witness. 
I am sympathetic to roe problem. I represent a great tobacco area 
in southern Ohio—the burle SV tobacco area—where we have had mar- 
keting quotas and acreage allotments for many years. 

The farmers have voted them. What type of tobacco do you grow ? 

Mr. Cooxsry. Type 32. 

Mr. Po_k. Have you ever had marketing agreements ¢ 

Mr. Cooxsry. We have never had the control part of the program. 
We had markets supported for 3 years, but we were still below the 
deadline of where your quota would come in. We have never had the 
adjustment part of the program. They voted on this last year for the 
first time. 

Mr. Po_k. Have you voted on it on previous occasions ? 

Mr. Cooksey. We voted it out in 1950 and 1951. 

Mr. Potk. You have not had it since? Did you have it prior to 
that ¢ 

Mr. Cooksey. We had it prior to that. 

Mr. Poi. Did you find it satisfactory ? 

Mr. Cooksey. Very satisfactory. We had scattered complaints here 
and there. 

Mr. Potx. I wonder why your farmers took the attitude that they 
did not want it? My farmers voted, I think, about 97 percent. for 
quotas. 

Mr. Coo.try. Did you say that you did have marketing quotas and 
acreage allotments in = aryland ? 

Mr. Cooksry. No, si 

Mr. Cootry. You h: a a support price for 3 years? 

Mr. Cooksey. We never had quotas. We had a support program 
in effect for 3 years. But we had no marketing quotas at all. Is that 
the question ¢ 

Mr. Pox. Yes. 

Mr. Cooxsry. Perhaps others in the group can explain this better 
than I. Maryland is known as the Free State. Farmers in southern 
Maryland, I am included, like to stand on our own feet. That is what 
we have tried to do. 

The market last year proved very convincingly to the farmers that 
you have to go along and seek something else; that these manufac- 
turers coming in to buy tobacco will buy at the very lowest price 
possible, ; 

Mr. Cootry. Only 72 percent of them. 

Mr. Cooksey. That is true. 

Mr. Pork. Mr. Chairman, I am hoping that these boys in Maryland, 
if they feel that they want to come in under the program that we have 
in the burley and other areas. should have the opportunity of getting 
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in under the program if they want to. I don’t think we should dis- 
criminate against Maryland. 

Mr. Cootry. Excuse me, Jim. They are in now for 1953. They 
have voted quotas for 1953, and they will have a mandatory support for 
1953. ‘They want this on the 1952 crop. 

Mr. Potk. That is all, Mr. Chairman. 

The Cuarman. Mr. Thompson ? 

Mr. Tompson. I would like to ask the gentleman a question. I do 
not want to put you on the spot. I want to get the thinking back of 
your own group. I do not know how you voted 2 years or more ago, 
whether you voted for controls or against them. I wonder what was 
the philosophy of the majority in saying “No” to the program ? 

Mr. Cooxsry. I think I can best explain that. In southern Mary- 
land—we are close to Washington City—we have the city-type farmer 
moving out on the farm, buying farms, and we find that throughout 
southern Maryland they are the type that put up the strongest opposi- 
tion to this type of program. We come out from the city, buy a farm, 
and we want to operate it to suit ourselves. Honest-to-goodness dirt 
farmers as myself are the men who have been supporting this thing all 
the way down the line. 

As my good friends from the county said, we are satisfied that 75 
percent of the folks who voted against this program were the city-type 
farmers. We have quite a few of those in southern Maryland. 

Mr. THomrson. Have they now changed their position ? 

Mr. Cooxsry. We are still going to ‘have some opposition to that. 
Remember, we voted it in last fall by 74 percent majority. 

Mr. Trompson. It was not a bad year, according to previous testi- 
mony. What happened that changed the minds of those who have 
changed ¢ 

Mr. Cooxsry. ‘That market condition. One of the best crops pro- 
duced in southern Maryland, which would have been supported at. 54 
cents, or in the neighborhood thereof, sold at an average of 44 cents. 
The farmer can see he lost 10 cents a pound on his tobacco. That is 
convincing enough. That is a big cut in the profit. He has to pay 
high prices on his machines and so forth. 

On my particular farm I grow about 20,000 pounds of tobacco, and 
10 cents a pound on that 20,000 pounds—you can see how much I lose. 
That is convincing enough to most farmers that we need this type of 
program. 

The Cuarmman. Mr. Jones? 

Mr. Jones. For future years, would you advocate 90 percent of par- 
ity or a flexible price support ¢ 

Mr. Cooksey. I think 90 percent of parity would suit the farmer 
best. We all realize that even at 90 percent ‘of parity we are not 
making money. When it drops below that we are going to weed out 
the farmer who has been operating on a small se ve “when it got below 
that 90 percent of parity. 1 believe the 90 percent is the thing we 
want. 

Mr. Jones. I believe you said you were vice president of the Farm 
Bureau ¢ 

Mr. Cooksey. That is right. 

The Cuarrman. Thank you very much, Mr. Cooksey. Who is the 
next. witness, Mr. Small ¢ 
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Mr. Smauu. We have Mr. Morsell, chairman of the Maryland To- 
bacco Cooperative. His testimony will bear out the fact that the Gov- 
ernment has never lost one dollar on the support price that we did 
have. This is nota charity program. It is simply an insurance policy y 
= equalization, as a matter of fact. They have it on all the States 
below us. Some 15 or 18 States have supports, which leaves us at the 
mercy of the buyer. 

I think Mr. Morsell will bring out the fact that it has not cost this 
Government one dollar. There is no charity in it. It is simply an 
insurance program. 


STATEMENT OF J. B. MORSELL, PRESIDENT, MARYLAND TOBACCO 
COOPERATIVE 


Mr. Morseci. Mr. Chairman, members of the committee, I realize 
that time is passing fast. Iam going to make my remarks very brief. 

Southern Maryland farmers have made a terrible mistake. They 
have admitted that mistake, though, and corrected it last fall when 
they voted for marketing quotas. 

The vy were hurt very se ‘riously. We are in a depression in southern 
Maryland right now. The reason these people voted this thing in is 
because they could not go on without it and they did not have vision to 
see it until after it had struck. 

To me it was the most discouraging thing I have ever been associated 
with to see our people voted out. Yet, those of us who favored it had 
to sit there and take the ill effects of them voting it out like those who 
did vote it out. 

There have always been a lot of farmers in southern Maryland who 
favored controls. They recognized what the support did for them 
when it was in operation. But we had a lot of—I do not know what 
you might call them—out there, that said a lot of things that influenced 
our farmers, and the farmers themselves did not have vision enough to 
see the real benefits of this program. 

Gentlemen, I want to say to you that the southern Maryland tobacco 
evrowers have their house in order, The Vv are rei addy to cooper ate and 
tun their show. I would not be here today asking your support in this 
legish: ation if I were not confident that the \ would vote it in again this 
fall. Lam contident they will vote it in for 3 years. 

ee n people have cle aned up their own house and gotten their back- 
yard in shape, ves; we must be a little tolerant, and on this round it 
takes a little tolerance. 

They have been penalized about 20 percent in their income last year. 
On my own farm, my tobacco income was down fully 20 to 25 percent. 
Add to that a 10-percent increase in the things we buy, and our in- 
come was off about a third. 

The fellows who are doing nothing but raising tobacco out there are 
all in the red. Our co-op is holding 714 million pounds of tobacco. 
This tobacco was supported at a level higher than the current market 
average. It means we are sitting still with constant increased carry- 
ne « har@es, interest on commodi ty Cc reclit f: mers mounting while we 
are standing still, marking time, waiting to get over this terrible 
dilemma we are in. 

If we can get in operation this year, I am confident we will continue 
and be good citizens in the tobacco programs throughout this Nation. 
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We are not asking for relief or a dole or something that we should 
not have. I am a conservative taxpayer, and I told our manager, 
when we first appointed him, that this co-op had to pay back to the 
Commodity Credit every cent we borrowed, plus interest, and I believe 
in controlling your program with consumption, keeping them in line. 

I can assure you that the southern Maryland farmers will do that 
very thing and vote it in again. I am confident they will vote it in 
for 3 years this fall. Just give us a chance, gentlemen. 

If we put it into effect this year, Commodity Credit Corporation’s 
interest will be protected. We will be able, when this market is raised 
with support prices this year, to move this tobacco we are selling. 
Only 74% million pounds, but it is an item in southern Maryland. It 
represents $314 million of Commodity Credit funds. We want to pay 
it off; we want to get in good standing. To me it has been a night 
mare, gentlemen. 

We will soon dispose of this little 714 million pounds of tobacco. 
We already have sold tobacco and have a surplus. Every hogshead 
of tobacco we have sold in southern Maryland has showna profit. We 
have not taken 1 cent of loss on 1 pound of tobacco so far. 

What I am concerned about is that we cannot sit still with a de- 
pressed market. We will stabilize the economy in southern Mary 
land. I have farmed since 1929, and last year was the worst year I 
have ever experienced in farm operation in southern Maryland, 

I went through the thirties and it was much easier to make a dollar 
on the farm in the thirties than it was last year in southern Maryland. 
We are in a real depression as far as the tobacco growers are con- 
cerned. 

We are not here asking you to bail us out with the idea of using 
public money. I do not want it, but, gentlemen, I can assure you that 
we are together in southern Maryland; our interests are together, and 
we will handle this thing and pay off the last dollar we owe Commodity 
Credit, plus interest, if you will just give us an opportunity. 

Mr. Cootry. Will you yield for a question. What is the total nor- 
mal production in pounds? 

Mr. Morsevit. About 40 million pounds. 

Mr. Cootry. And you have a carryover in the co-op of about 614 
to 7 million? 

Mr. Morset. We have about 714 million in our pool right now. 

Mr. Cootry. In the cooperative ? 

Mr. Morseiy. Yes. 

Mr. Cootry. In other words, you borrowed money from the Com- 
modity Credit Corporation to make loans to farmers who were will- 
ing to put their tobacco in the privately operated cooperative ware- 


houses ? 


Mr. Morse.i. That is right. 

Mr. Cootey. Do you know why it was that the quotas were not re- 
duced for 1953 below the 1952 crop ? 

Mr. Morse... We do not have any—that is one reason, I think, that 
probably had some effect on our people voting out the program in 
the first place. We have not gone up a Jot in our production. 

Mr. Cootry. You say you have a surplus. Even though it is a small 
surplus it is enough to affect adversely the market price. I am just 
wondering why it was that you did not reduce the acreage allotment, 
the total overall production. 
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Mr. Morse.v. We are in a position where it was not necessary to 
decrease production a whole lot. Our farmers themselves— 
Mr. Cooiry. It is always necessary to decrease production if you 





have a price-depressing surplus. But here you apparently had ¢ 

price-depressing surplus, to some degree at least, and yet you did not 
make any reduction for 1958. If it is contemplated ‘that there will 
be an increase in the consumption of the Maryland-type tobacco in 


1953, the situation will take care of itself. But, if it is not contem- 
plated that you are going to have an increase in the consumption, it 
seems to me that by holding your acreage at the 1952 level you might 
even add to the surplus that you now have on hand. 

Mr. Morsetn. I would rather ask Mr. Thigpen that question. 

Mr. Cootry. There is one other question. Did the Maryland 
growers know or were they told that there would be no reduction 
in 1953 if they voted in favor of quotas ¢ 

Mr. Morse.i. No, sir. They had allotments sent out to them before 
they voted. 

Mr. Cootry. Before ag ‘y voted ? 

Mr. Morse.u. Yes, si 

Mr. Cootey. They abe when they voted what their allotments 
were ? 

Mr. Morse. They knew their allotments. I was cut on my farm. 

Mr. Cootry. How much were you cut? T thought there was no 
reduction. 

Mr. Morseut. My allotment is smaller than what I had last year, 
or what I grew this year. My acreage allotment for next year is 
smaller than what I grew this year. 

Mr. Cootry. Then there was a reduction ? 

Mr. Morseti. There was a reduction. 

Mr. Cootry. Was there a reduction across the board in the area‘ 

Mr. Morseiu. I handled the co-op side of it, Mr. Cooley, and I would 
rather some of the PMA people answered that question. 

Mr. Cooitry. Very well. 

The Cuatrman. Mr. King? 

Mr. King. Both you and Mr. Small say that the program has not 
cost the Government anything and that you do not want Federal funds 
as a contribution. 

Mr. Morseiy. That is right. 

Mr. Kine. How much will this particular bill cost the Government 
this year? 

Mr. Morseii. We spend from $930,000 in one year to $144 million 
another year, through the 3 year per iod—$930,000 to one million and 
i quarter to one million and a half. T would anticipate that we would 
get by this year with $1 million. This legislation has in it 90 percent 
of parity as of the date of enactment of this bill, which is a conserva- 
tive side because the support will be a little bit lower than it had been 
announced sometime ago. 

In other words, we should be in a very competitive position with 
other tobaccos. 

Mr. Kine. If your present market is equivalent to 90 percent of 
parity, there is no need for this bill. 

Mr. Morseti. We don’t have a present market 90 percent of parity. 

Mr. Kine. Then, how are you going to get paid the differential 
without its costing the Government money? Who is going to pay 
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you the amount of money represented by 90 percent of parity when 
the market is at least 10 cents a pound under that ? 

Mr. Morsex. Every pou nd of tobacco that the co op has sold has 
been sold plus interest and carrying charges and a fair markup. 
We have not sold a hogshead of to bacco without making a profit on it. 

Mr. Kine. Are you making a profit now on your transactions 4 


Mr. Morsetn. On our co-op operations, yes. We show a net gain 
on the tobacco that we have sold today. 
Mr. King. I do not still see the answer to my question. W hy does 


not this bill provide for charity. or help, or aid, whatever you want 
to call it, by guaranteeing you a sae higher than the free markets 
under which you are now operating / 

Mr, Morsein. Yes; but when we were in operation, the year before 
last, we supported tobacco at 90 percent of parity. Last year it 


dropped way down. I have forgotten what Dr. Beal said. It was 
seventy-some percent of parity. Right now in the co-op we are hold- 


Ing tobacco supported at 90 percent of parity, and the current market 
level is considerably below that. 

When the co-op goes back in operation and supports at 90 percent 
of parity, it will enable us to dispose oi: our holdings. 

Mr. Kine. I do not understand the transactions of your co-op, and 
I am not talking about your particular enterprise. Take the industry 
as a whole; if you can't sell this crop for a price within 20 percent 
of the 90-percent parity price, somebody is going to make up the 
difference if this bill goes through. 

Who is going to pay the differential? The Government is, is it not ¢ 

Mr. Morsett. The co-op is going to come through this thing if we 
have a chance. Gen tle men, we are not going to Squy ander I: reder: ul 
funds. 

The Cuarmnman. I do not think you gentleman are talking about 
the same thing. Mr. King wants to know who is going to buy this 
tobacco and pay 90 percent of parity for it. The Government or 
private buyers. 

Mr. Morseiy. We sell it out to private dealers. 

The CHatrmMan. That is the answer. 

Mr. Morseitu. The same as they do in the flue-cured and burley. 

The CHamman. That is the answer that you expect to sell this to- 
bacco for 90 percent of parity. 

Mr. Kine. You mean the Government is not going to buy any? 

Mr. Morsetr. No, sir. 

Mr. Smauv. Could I interrupt? I think the answer to your ques- 
tion, Mr. King, is this: If we had had supports last year, our tobac- 
co would not have sold for 72 percent of parity. It would have sold 
at 90 percent. We were at the mercy of the buyers. The reason we 
could not sell what we had on hand, they could buy it on the market 
for much less. If we had had 90 percent of parity last year, having 
it throughout the rest of the country, it would have sold. We would 
not have been at the mercy of the buyers. 

We feel it would have sold for 90 percent, the majority of it. And 
even what we had left would have sold, which it did before. All that 
we sold did sell out at a profit. If you go on the open market and 
buy it for less, they are not going to buy from the cooperative. 

Mr. Cootry. Mr. Small, you explained the reason that you did not 
have the 90 percent was because the quotas had been defeated. But 
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the fact that vou had held the election and defeated the quotas is 
the thing that made it impossible for the Government to step in then 
and support the prices, because the law provides that when quotas 
have been defeated the Government shall not support the prices. 

Mr. Smau.. The facts are that we have never been up to what the 
quotas would have been. Our acreage has been under the quota, and 
on the crop that we are asking now for support the acreage was less 
than it will be under supports. 

Mr. Coon x; The psychological effect of defeating the quotas Was 
to force the price of the tobacco down. You were at the mercy of 


the buyers. You had no competition at all. If you have a support 
at 90 percent, vou do have competition and the price will go above 90 
percent. 


Occasion: ally the cooperative would have to take some of the tobae- 
co off that was offered for sale initi: ally. 

Mr. Smauu. That is true. 

Mr. Morseii. That is the answer, Mr. Cooley. 

The CuairmMan. Mr. McIntire has a question. 

Mr. McInrire. You made reference to the Commodity Credit loan 
which you have on your current holdings ot tobacco held by your 
cooperative, which IT understand probably is a pool arrangement. 
What is at the moment the ratio of the loan to the current market value 
of the tobacco / 

Mr. Morsevu. T could not answer that question. 

Mr. McInvire. Is the loan 100 percent of the current market value? 

Mr. Morsevi. I would suspect it would be; yes. Our market has 
got to be raised before the cooper: ative is going to be able to get out 
of this thing. T am speaking of last year’s market now. There is 
every indication that this coming up market will not be probably as 
good as the one we have just gone through. 

Mr. McInrire. What percentage of the Maryland tobacco has al 
res ady gone to market / 

Mr. Morseus. This vear, none. We do not start marketing until 
May, about the 10th of May. 

The Cu a in. Are there any further questions? If not, we thank 
you very much, Mr. Morsell. 

Mr. SMALL. “Ver. Chairman, we have Randolph Taylor here, who is 
the executive secretary of the Burle y and Dark Leaf Association. I 
would like him to testify as to the fact that they have no objection 
to this. (sa matter of fact, they are on record as favoring this. 


STATEMENT OF RANDOLPH TAYLOR, EXECUTIVE SECRETARY, 
BURLEY AND DARK LEAF TOBACCO EXPORT ASSOCIATION, INC., 


WASHINGTON, D. C. 


The Cuaiman. We will be glad to hear from you, Mr. Taylor. 
Tayntor. Mr. Chairman and members of the committee, I repre- 
sent the burley and dark-tobacco people in an eight-State area. Our 
board of directors of the Burley and Dark Leaf Association is made 
up ot officials of various other tobacco associations, including ware- 
housemen and dealers. 
The question came up late in December of what the position of our 
drganization would be on this particular legislation. I am authorized 
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py the directors to state to your committee that we favor this legis- 
lation. 

In considering it we had three main points before us. The first one 

was, Would it set a precedent that we as tobacco people might find 
ourselves embarrassed by at a later date? I might point out, as has 
been mentioned earlier, we did not consider whether it would set a 
precedent for cotton, wheat, or peanuts, because maybe we were selfis! 
people. We like all our friends, but we did not think that their 
situation was exactly the same as ours, in view of the fact that we 
have been under strict quotas for 10 vears and have accepted them 
gracefully, and have run a good program, we think, one that has not 
cost the Commodity Credit anything in funds—in fact, has made them 
money—one in which our administrative costs have been borne by 
penalty in the program; and the unique fact that we are dealing with 
a commodity that is turning in a billion and a half dollars to the 
bee asury every year, 

. from that viewpoint and other commodities, we did not con 
side ‘whether it would be a precedent or not. From the viewpoint of 
whether it would be a precedent in the case of tobacco or not, we 
thought a very unusual situation existed. 

I think you gentlemen cannot appreciate the psychological situation 
which results from the fact that these people vote twice before they 
sell one crop. That is, to me, one of the things that is paramount in 
a man’s mind. He never sees the results of this program until he has 
already voted twice. It is hard to understand. No other tobacco is 
like it. 

Going on the precedent idea a little further, Mr. Cooley, there was 
a similar situation in flue-cured tobacco in 1939 and 1940 which, 
though not identical with this, had very much the same results. Think- 
ing further about the precedent, I know of no other type of tobacco 
where it could arise. No other type of tobacco had a similar marketing 
situation. A second question that we as tobacco people considered, 
and rightfully, was whether or not endorsement of this bill would en- 
hance or improve our overall tobacco program, and in that we were 
very much interested, not in just the burley and dark leaf or flue- 
cured but the whole tobacco program. 

It was our conclusion, from some of the evidence that you have 
heard here this morning, that it would help our program overall. 
Southern Maryland tobacco is a cigarette tobacco, as is burley and 
flue-cured. We thought for many reasons it might enhance the long 
stocks, it might enhance the growers interested in the stocks, and 
would get the situation more in line with the other major tobaccos. 

A third situation we considered, and a curious one, was whether or 
not the Maryland people wanted the legislation. From close associ 
ation and looking into it, we finally decided they do. I admit they 
had a bad record of voting it in and voting it out. But froma farm- 
er’s viewpoint it is easy for me to see that these people are never 
going to get themselves in line unless they are given a chance to see 
the results of this program before they vote. 

Mr. Cootry. Is this the first time the -y voted it / 

Mr. Taytor. I do not know. I think that is right. 

Mr. Coo.try. You used the expression “voted it in and out.” 

Mr. Taytor. They voted it out, and then in. I did want to, and 
I thank you for presenting that viewpoint of the other people. In 
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addition to that, we had an overall tobacco meeting here on Febru- 
ary 10 and 11 in Washington in which all types of tobacco in the 
country were represented—flue-cured, burley, cigar, dark type, and 
all. 

There were over 100 people present at the meeting. The same ques- 
tion was taken up and considered fully and a resolution adopted which 
I would be happy to leave with the committee. 

Mr. Cootry. That resolution favors this legislation ? 

Mr. ‘Tayzor. It does favor enactment of the legislation; yes, sir. 

(The matter referred to is as follows:) ‘ 


RESOLUTION UNANIMOUSLY ADOPTED ON DOMESTIC PROGRAMS AT THE TOBACCO 
MEETING FespRUARY 11, 1953, Wi~LARD Horet, WASHINGTON, D. C. 


MARYLAND TOBACCO 


Resolved, We support enactment of legislation (H. R. 1432; 8S. 280) to provide 
1 90-percent price support for the 1952 crop of Maryland tobacco, 

Mr. Trompson. Mr. Chairman ? 

Phe Cuarrman. Mr. Thompson. 

Mr. Tompson. What is the price history of years previous to the 
pre sent one? 

Mr. Tayrnor. On Maryland tobacco? 

Mr. Trompson. Yes. 

Mr. 'Tayztor. I am not competent to answer. I am not a Mary- 
lander myself. Iam trying to present the views of the other tobacco 
pe ople. 

Mr. Tompson. What aggravated the situation this year, Mr, 
Small? 

Mr. Smaun. I think what aggravated the situation, when they sold 
the crop last year without support, they lost money. I think in 
dollars something around $5 million. 

Mr. Tuomprson. They had the support previously ¢ 

Mr. Smauty. We had it previously; yes, sir. 

Mr. Aserrr. Mr. Chairman 4 

The Cuarrman. Mr. Abbitt. 

Mr. Ansrrr. You said they voted it out and then voted it in. Have 
they since last year’s selling season voted in the control ? 

Mr. Taynor. Yes. For 1953, the crop they have this spring. This 
legislation deals with the crop they have now in the barn. 

Mr. Assrrr. They are going to sell that crop in May ¢ 

Mr. Taytor. That is right. 

Mr. Ansrrr. They have voted in controls? 

Mr. Tayvor. For 1953, they have voted in the controls. It was the 
feeling of the tobacco group, unless you could give the people 2 years 
running on the program, they have nothing on which to properly 
make a judgement. 

Mr. Asprrr. Are you familiar with what the acreage will be this 
year as compared to last year? 

Mr. ‘Taytor. My understanding is that it is approximately the 
same, Mr. Abbitt. No increase. 

Mr. Apsprrr. And no decrease? 

Mr. Taytor. Approximately the same acreage. Mr. Thigpen will 
definitely give you an answer. 
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Mr. THomrson. It is not quite clear in my mind what was the legal 
background, Mr. Chairman, for the support price up to this year and 
ho support this year, 

The CHamMan. Can the witness answer that question ? 

Mr. Tayvor. I cannot, sir 

The Crarrman. Let us wait until we get Mr. Thigpen to answer 
that. We are leaving several questions for Mr. Thigpen which were 
not answered by the other witnesses. We are trying to hear the other 
witnesses at this time because they are here from a dist - e. 

We are assuming Mr. Thigpen will be available another time 
if we cannot hear him today. If there are no fur bie questions, we 
will hear the next witness. 

Mr. Smatu. With the exception of Mr. Thigpen, that pretty well 
presents our case. Mr. Thigpen represents the Department of 
Agriculture. 

The Cuamman. Before we hear from Mr. Thigpen let the Chair 
read a wire from Mr. R. Flake Shaw, executive vice president of the 
North Carolina Farm Bureau Tobacco Committee. This wire reads 

follows: 

[Telegram] 

This is to advise you that the North Carolina Farm Bureau Tobacco Commit 
tee is in agreement with H. R. 1482, S. 280, which applies only to the 1952 crop 
of Maryland tobacco vbat is being sold in 1953. A hearing is to be held on this 
bill Monday, March 16. This matter was handled by our tobacco committee 
during the recent North Carolina Farm Bureau convention, February 1—4, in 
Charlotte. We are fully conscious of the principle involved in requesting sup 
port prices for the 1852 crop of Maryland tobacco, but in light of the many diffi 
culties the growers have had to overcome to bring themselves within the princi- 
ples of the tobacco law affecting production and marketing, we are giving them 
our support. We sincerely hope that you will use your intluence in the passage 
of this bill. I had expected to testify at this hearing but will be unable to attend, 

Respectfully submitted 

R. FLAKe SHAw, 
Erecutive Vice President. 

Mr. Potx. Mr. Chairman, is there any opposition to the bill? Has 
anyone filed any opposition to this particular bill? 

Mr. SMALL. Not that I know of, sir. 

The Cuairman,. Mr. Thigpen, we will be glad to hear from you at 
this time. 

Mr. Cootry. Mr. Chairman, I have received a wire from Harry B. 
Caldwell, master of the North Carolina State Grange, in which he 
states that the grange favors this legislation. I ask permission that 
this telegram be incorporated in the record of the hearing. 

The CuatrmMan. Without objection, the telegram will be included 
in the record. 

(The telegram referred to follows :) 

GREENSBORO, N. C., March 16, 1953. 
Hon. HAROLD COOLEY, 
Member of Congress, House Office Building: 

We understand that your committee is considering H. R. 1482, a bill to give 
price support to Maryland tobacco growers for their 1952 crop of tobacco which 
is scheduled to be marketed in the very near future. We are advised that this 
bill provides support at 90 percent of parity as of the effective date of the bill. 
Maryland tobacco growers voted, last year, to apply quotas on 1953 crop. It is 
our understanding that the price supports provided by H. R. 1482 will apply 
on the 1952 crop which is still to be marketed. This matter has been considered 
by the tobacco committee of the North Carolina State Grange. It is our belief 
that the provisions of H. R. 1482 are sound and equitable. It appears from our 
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analysis of the bill that the level of price supports of Maryland tobacco will be 
in line with price supports on flue-cured and burley tobacco. We sincerely hope 
that your committee will give this bill a favorable report 
IiarkrRyY B. CALDWELL, 
VYaster, North Carolina State Grange 


STATEMENT OF JAMES E. THIGPEN, DIRECTOR, TOBACCO BRANCH, 
DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C. 


Mr. THIGPEN. I ath James Thigpen, Director of the Tobacco 
Branch, PMA, Department of Agriculture. 

Mr. Chairman and gentlemen, | believe that if I could keep in mind 
all the questions that have been asked here, and answer them, | might 
he able to help vet a better unde rstanding. 

The Cuairman. Why do yeu not proceed in your own way to do 
that. If you have not answered them all when you finish, the mem- 
bers can go ahead and ask further questions. W hy don’t you proceed 
without interruption and attempt to answer the questions that have 
been asked up to this time. 

Mr. Tuigren. Thank you, sir. I will try. 

The bill and the problem here, as I see it, in relation to the operations 
over the years, presents a little bit of a puzzle. I have not worked 
on any part of the program over the years that was quite as badly 
confused and misunderstood as this program was in Marvland in 
itself. 

The existing legislation pro ides fon price support on tobaeco until 
growers of a particular kind defined in the law vote against the 
marketing quotas. That is the basis on which the price support Was 
made available for 3 years before the question of quotas came up. 

Of course the price support was mi: ade available for 3 years undet 
the law before the question of quotas came up, because the total supply 
was not deemed to be large enough under the terms of the law to require 
proclamation of the quota. 

When the supply increased relative to consumption, domestic con- 
sumption plus exports, to a point where under the law proclamation 
of the quota was required, then the Secretary of Agriculture did pro- 
claim the quota. That quota was first proclaimed With respect to the 
195] crop. 

Here is where the confusion started. Prewar about oly percent 
of our cigarettes on the average were Maryland tobacco. During the 
war period, and continuing since, there has been a sharp increase in 
consumption of cigarettes in this country, and we are consuming nearly 
twice as many ¢c igarettes as we were prewar. 

But with a couple of bad crop years, with a limited producing area, 
with wartime conditions which prevented them from getting labor and 
so on, the Maryland people did not increase their production in pro- 
portion to the increase in consumption of cigarettes, so now the cigar- 
ette is a little bit less than 2 percent Maryland tobacco. 

Many of the people in Maryland quite honestly thought that there 
was no need to bother with quotas, just go ahead and grow the tobacco 
and the buyers would take it and the price would be good. Therefore 
they were ‘opposed to the quotas and those people who honestly felt 
that way put their care in such way that it Just confused the life out 
of the average people out there growing tobacco in Maryland, and 
they just could not see the economic side of it as it stood. 


ae 
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To be perfectly honest about it, it was a little confusing to me, too. 
What has happened—and it is perfectly natural—is that the manu 
facturers looking at the situation made their plans and their blends 
and they do not change these blends quickly on cigarettes, based on 
the supply that they thought they could count on. 

Having their plans made that way, when you get a temporary 
buildup in the supply relative to their demand based on the supply, 
you get what happened in the 1952 season on the 1951 crop—the price 
goes down. 

So it was, in fairness to all of the people in Maryland, including 
those w ho opposed the quotas, a confused economic 5\ stem. ‘Those of 
us who studied it from a program standpoint, economic standpoint, 
were surprised when the price on the 1951 crop broke as sharply as it 
did. 

As they brought out before, these people voted on quotas at a time 
when they had not seen the economic significance of this large supply 
relative to the existing level of demand, and they just get caught on 
that situation. In that sense it is different from any other situation 
that I know of, and even in the case of peanuts, —_ which Tam just 
half-way familiar, although they vote for a 3-year period, if they 
grow a crop they know immediately in the year in whic h they grow it 
what hi appens to jose market if the V do not have price supports. 

If they vote against the quotas for a 3-year period and the market 
goes bad, they can come back immediately that year, based on that 
bad market, and vote again. The supply situation in Maryland to 
bacco overall is not a really bad-looking picture, and from the stand 
point of a program operation which stands on its own feet and doesn’t 
result in a loss to the Government—and those of us who worked on 
these programs take pride in that along with the tobacco growers 
we think that the situation in Maryland is not too bad for two reasons : 
On the 3 crops which we have in the loan, some 714 million pounds 
altogether, half of one of them has been sold and of course all the 
money that the cooperative gets from that tobaceo goes to pay off 
Commodity Credit. 

The remaining half could be reduced by roughly 12 percent with 
out any loss, and there is no necessity for that reduction when you 
think of the value of the tobacco there against the tobaccos genet ally. 
Of the other crop, 66 percent has been sold and the remaining 34 per 
cent could be reduced 20 percent, but there is no reason to reduce it 20 
percent in order to have a fair value with reference to tobacco 
venerally, 

The third one does present a problem, but it is our judgment that 
we should be able, and the cooperative should be able, to sell without 
running into too much difficulty. One question has come up several 
times, and that is why the quota level is approximately as high as the 
acreage they have been growing. But before I cover that question | 
want to mention one other point, We think that there is ood reason 
to expect some increase in the consumption of Maryland tobacco now 
that the supply is somewhat higher and the tobacco is available. 

But until that supply is there and is available for 2 or 3 years, the 
manufacturers will not change their blend slightly and increase their 
usage. So from a demand standpoint, we are not alarmed at that. 
Now the question of why the quota-acreage allotment is not greatly 
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litferent from the acreage they harvested in 1952: As a matter of fact, 
the experience we have had in all the other tobacco areas has been this: 
The first years in which quotas go into effect and the allotments are 
established, the growers harvest considerably less tobaeco than the 
illotted acreage. , 

Therefore, in our judgment, in order to maintain a reasonably ade 
quate production, and to avoid the risk of possibly a too small pro- 
duction, the quota level was fixed where it was, and we think the acre 
ive a tually harvested in 1953 will result ima crop less than the 1952 
crop level, and that it will give us a reasonable balance. 

Mr. Cootey. Would you repeat that, please ? 

Mr. Tricren. If vou will recall, in the flue-cured area when the 
quotas were first put into effect, and allotments were first put into 
effect, the growers only harvested about 90 percent of the allotted acre- 
age. ‘They now harvest a much higher percentage because the quotas 

re well adjusted and so on. 

I do not think the situation in Maryland will be any different. 
They won't harvest the full allotted acreage; it will be 90 percent 
or less In 1953, in our judgment. I think that we take that into ac 
ount, plus the fact that our experience in tobacco, the commodity 
being one that keeps, is that we can work out of a little long supply 
without trouble if we are using quotas, but if we come up with a short 
supply, it hurts the market. 

Mr. Cootry. A short supply hurts the market in price / 

Mr. Tricren. Surely. A short supply would damage the market 
for tobacco. If we had a short supply in flue-cured tobacco and could 
hot supp rly the foreign buyers, or the dome stic manufacturers, We 
would lose ground in the fore ion market to someone else. 

Mr. Cootey. Over a matter of years, you would, but in 1 year it 
wouldn't have any apprec lable e fect. woul Lit? 

Mr. ‘Treren. ‘Tt might not have too much effect. What we have 
tried to do, whether our judgment is completely correct or not, we 
ave tried to place it at a level that we thought was sound, and from 
that standpoint we think that what we have done is reasonable. 

Mr. Cootry. If you put it at that level in 1953 and think it is sound, 
ind that level is the same as it was in 1952 when it was not sound, 

iow do you explain that / 

Mr. Tuieren. But the production or acreage harvested in 1953 is 
voing to be smaller, even though the allotted acreage is going to be 
the same, for the simple reason that the farmers never do, the first 
time, plant the full allotted acreage. 

Mr. Cootry. You mean they do not plant / 

Mr. Trneren. They do not plant it and do not harvest it; that 1s 
correct. 

Mr. Cootey. [T wondered what you meant by failure to harvest it. 

Mr. Tuicren. They just do not plant it. We know from all our 
experience in the quota and allotment programs that that is true in 

e first year. 

Mr. Poace. As a matter of fact, you have actually fixed the quota 
based on that assumption. You always count on a certain amount not 
being harvested. What vou do is to make the nae large enough 

after deducting that which you know will not be harvested, so that 
you will still produce substantially what you want produced. 

Mr. Triecren. That is true. 
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Mr. Poacr. That is true in cotton, peanuts, or any other crop. 

Mr. Tricren. That is right. That is what we have done here. 
‘That is why the allotted acreage looks to be as large as the acreage 
they grew in 1952 

Mr. Asprrr. But the production would be smaller. 

Mr. THicgren. Yes, sir. 

Mr. Cootry. What is the total produced in the M: aryvland area ¢ 

Mr. Tuicren. The current level of production is around 40 million 
pounds. 

Mr. Assirr. How did the 1951 crop compare with the 1952¢ I 
mean in acreage. 

Mr. THIGPEN. I have the figures. It is about the same. Pretty 
close to the same: 41.6 million production in 1951 as against 40.8 in 1952, 
and 1951 acreage shows 53,000 and 1952 shows 51,000. 

Mr. Asnirr. What have you allotted for 1953 ¢ 

Mr. Trigren. We have allotted 52,000 acres, sir, but I believe they 
will not harvest that, based on all the experience we have had. 

Mr. CooLtry. If they fail to plant 10 percent, and you impose a 
10 percent reduction, a total of 20 percent, they could have gotten rid 
of this 6714 million pounds easily, could they not / 

Mr. Tuicren. Yes, sir. There is one other point on these acreage 
figures which our experience has taught us, too. The acreage figures 
that we quote overall are the estimated figures. When we get to 
actually establishing the allotments, we get to working not only with 
the estimated figures that are based on crop reports and tie back to 
the census and so on, but we get the measured acreage, the actual 
acreage. 

You can have a statistical difference that is not a difference of fact. 
We think that the allotted acreage as established in Maryland for 
1953 1s ap proximately what it should be. 

Mr. Cootry. What is the normal carryover of Maryland tobacco / 

Mr. Titteeen. The normal carryover of Marvland tobacco, in line 
with the others, would run around 100 million pounds. 

Mr. Cootry. How much? 

Mr. Tuicren. Total supply of 100 million pounds. The carryover 
would be around 65 million to 60 million. 

Mr. CocLtey. What is the supply now ? 

Mr. THicren. The supply figure that IT am looking at now, in front 
of me, is 113 million pounds. 

Mr. CooLey. That is 113 millions pounds as against about 65 million 
for carryover ! 

Mr. Tricren. Around a hundred as a normal supply, a little above 
or below. 

Mr. Cootry. Then you have about 40 million more carryover than 
you should have. 

Mr. THicren. No. sir. Tused the carryover of old-crop tobacco and 
au supply figure which is the old-crop tobacco plus the estimated new 
crop, and the comparison is a little over a hundred against 113 million. 

Mr. Cootey. Let me put it another way. What is the surplus situa- 
tion at the present time? How much would you say is surplus? 

Mr. Tuicren. Somewhere between 6 million and 12 million pounds. 

Mr. Cootry. Between 6 million and 12 million ? 

Mr. Tuicreen. Between 6 million and 12 million pounds. I would 
say the supply is that much too long. 
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Mr. Cootey. What disturbs me is the failure to reduce the 1953 
acreage. In other words, I do not see where the farmer is making any 
concessions at all. 

Mr. Tricren. I do not think it isa question there of exactly whether 
the farmer is making a concession. It is a question of whether our 
judgment in applying the law is correct. The farmer did not decide 
where that would be put. We decided that as best we could in the 
Department. 

Mr. Cootey. I know, but you decided that before the farmer, in the 
referendum, cast his vote. The farmer knew what his allotment 
would be. 

Mr. Txuicren. Most of these allotments run about 8 percent below 
what they have been drawing, as we work up these figures. 

Mr. Cootry. I am certainly confused. You said it was the same. 
Now you say it is 8 percent below. 

Mr. Tuicren. I say we used a BAE figure for ¢otal estimate, and 
when we get working allotments we have in addition these measured 
acreages from which we calculate. 

Mr. Coo.try. So you think there will be an S-percent reduction ou 
the farm ¢ 

Mr. Tricren. I am sure there will be a reduction on the farms: 
yes, sir. And there will be a reduction in the harvested acreage, i 
think we are about where we should be. My judgment could be wrong. 

Mr. CooLey. I would like to make my position clear. I am thor- 
oughly in sympathy with the farmer’s viewpoint. I am thoroughly in 
apopeting with what you are trying to do. I would go along with 
this bill, but I want something in this record to fortify me in casting 
my vote. Until you said that, there actually was very little to justify 

he passage of this legislation. Now you say that there will actually 
le an S percent reduction in harvested acres plus the 10 percent norm: ul 

ilure of the harvest. Is that right 4 

ae. Thicren. Whether it will be 8 and 10 or 18, there will be a 
reduction. 

Mr. Cootry. There will be a reduction ? 

Mr. Tuicren. Yes, sir. 

Mr. Cootry. The farmers are not going to grow exactly what they 
want to grow, or what they would grow, but there will be a reduction 
in the acreage ? 

Mr. Tuicren. Yes, si 

Mr. Cootey. If Congress underwrites this matter, and I think Mr. 
Small is right in saying that we are just underwriting the program, 
I do not anticipate we will have any losses, but do you, Mr. Thigpen / 

Mr. Tuicren. [ do not see where we should have any losses, barring 
a major break in the price losses. I do not see where we can have ans 
losses 

Mr. Cour by. Is it your idea that if we carry this program success- 
fully this year the farmers would approve it in coming years ? 

Mr. THiteren. My judgment could be wrong again, but I think that 
they will. If I did not think so I would be scamithe disturbed about 
that. But I think they will. 

Mr. Cootry. For the record, is there any substituting of burley 
tobacco for other types of tobacco, or is it a peculiar tobacco that is 
used in the cigarette for the purpose of providing the necessary burley 


qualit ies ? 








PRICE SUPPORTS—MARYLAND TOBACCO 33 


Mr. ‘Lintcren. It is a peculiar type that goes into a blend. It com- 
plements and supplements the other and makes a better cigarette for 
being there. It is not a question of just repeating the other. 

Mr. Poace. Will the gentleman yield / I want to get that straight 
I do not know anything about the mechanics of cigarette making but 
1 understood you to say a while ago that in years past about 314 
percent of the cigarette was Maryland tobacco, and now it is about 2 
or 214 percent. Is that what you said? 

Mr. Tuicren. It is down to 2 percent. 

Mr. Poace. What became of that 1 percent? That is a pretty 
substantial tonnage that went into those cigarettes. What went into 
the cigarettes if Maryland tobacco did not go into them 4 

Mr. Tricren. That is a good question and one on which there is 
confusion in Maryland. In talking to the Maryland people they 
made me uncomfortable a lot of times. They thought among them- 
selves that the people in the flue-cured and burley area would be 
against them on this kind of a program, and this would be fighting 
them, so to spe ak. 

I came in one day, in part facetiously, but it bears on your question : 
Actually Maryl: and tobacco burns ver y well. When you blend it into 
a cigarette it means that the cigarette ms iy burn it up faster to offset 
the amount of Maryland tobacco that goes into it. That is not en- 
tirely true but it is in part correct. It is not a question here of one 
having to fight the other. It is a question of all of them having to 
get into the cigarette to make the cigarette that people will like and 
use the most. 

Mr. Poacr. If all of the Maryland tobacco crop runs 40 million 
pounds, that would provide approximately 314 percent of the total 
volume of cigarettes we will say 10 years ago. Then 1 percent of 
the total volume of cigarettes was. shall we say, 10 operas: Ror 
Now if we take 10 million pounds of Maryland tobacco out, or 15 mil- 
lion pounds, or somewhere in between, say 12 million vemmaie of Mary- 
land tobacco, you replace it with somebody's tobacco. Do we import 
tobacco to replace that ? 

Mr. Truiceen. We import some tobacco, 

Mr. Poacr. I understand that, of course. I know we import some 
tobacco. I asked you, though, do we import tobacco, that 12 million 
pounds of M: uryland tobacco that we took out, is that repli aced by 
Importations or is that replaced by flue-cured or is that replaced some- 
where else / 

Mr. Tuicreen. I think it is a combination of shifting between flue- 
cured, burley, Maryland, and oriental tobacco, which is imported— 
the oriental types. I cannot answer you precisely. 

Mr. Poacr. Does the oriental type substitute for the Maryland to- 
bacco or what? Something substituted for the 10 to 15 million pounds. 

Mr. Tuigren. That is correct. 

Mr. Poacr. What substituted for it? Was it domestic or oriental ? 

Mr. Tuicren. I think it was a shift both ways. 

Mr. Poage. You think some of both ¢ 

Mr. Tuicren. Yes, sir. 

Mr. Poacr. Do you have any idea how much? If you say half, 
that is 6 million pounds of oriental and 6 million pounds of domestie. 
Is that about what happened ? 
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Mr. Tuicren. I cannot answer you on that. Tam aw fully sorry. 

Mr. Poace. I know you cannot, but you are in a position to come 
somewhere nearer to it than I. 

Mr. Truicren. I think the largest shift during the war period was 
obviously on the domestic = but the oriental could not be imported 


readily. ‘There is a tendency now possib rly to go back the other w: ay. 
Mr. Poacr. Now if we shift back, ane use Instead of 30 million 
pounds of M: iryland tobacco say we »40 million pounds of Mary 


land tobacco, is it not perfectly hee that that 10 million pounds 
will come out of either domestic or imported tobaccos / 

Mr. Tnuigren. Yes, sir, that is correct. 

Mr. Poacr. Then there is some direct conflict: isthere not 4 [do not 
see why we say there is no conflict when it is obvious that one replaces 
the othe oT”. | do not mean LOO percent, but. to tell me there is no com 
petition between fat cattle and poor cows, I know, is silly. 

I know there is competition between them, although it may not be 
directly apparent. People know the difference between a good steak 
and chipped beef. But there is a competition. 

Mr. Tricren. In the sense that you are explaining it, I would say 
there is. In the sense that the M: iryl: ind tobacco makes a better cig- 
arette and people use and smoke more by reason of that, it can con- 
tribute to the overall] consumption more than enough to offset. the 
slight 10 million pounds difference in the usage. 

The consumption of cigarettes Is going up about 2 or 3 pereent a 

“aranyWway. So you do not have any ac ‘tual fee ling of conflict among 
i areas on the tobaccos. 

IT accept your point. I understand your point, but there is still not 
any sharp competitive clash of interests, anything of that sort, because 
one kind he ‘Ips the other to make cigarettes that people like better. 

Mr. Cootry. Mr. Chairman, I would like to ask a question. Mr. 
King asked a moment ago about the possible cost of this program and 
it was indicated that some subsidy might be involved. Of course, 
there isa possibility of loss and that would probably be more likely 
if the growers voted against quotas in 1953, as pointed out in the 
secretary s re port. 

(side from the possible or potential loss involved in the program, 
would there be any great amount involved, in addition, in adminis- 
trative costs? This report indicates not. I would like to have your 
views on it. 

Mr. Tiieren. The way the tobacco program is handled, the change 
in administrative costs to the Government out of appropriated funds 
is, you might say, zero for all practical purposes, the point being that 
the growers, so long as they are able to repay the loans, bear most of 
that. administrative cost themselves, since they handle the tobacco 
through the cooperatives. 

Mr. Cootry. There is one other thing that we might point out for 
some of the new members who are not as familiar with these programs 
as some of the other members: Even inadvertently farmers will over- 
plant their acreage and be forced to pay penalties on the pounds in 
excess of the quote is. 

In North Carolina that amounts to a substantial amount of money, 
actually more than necessary to defray the expenses of administering 
every other Federal program in the State. In other words, the penal- 
ties paid by the growers, you think, in Maryland would probably be 
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more than suflicient to take care of the administrative cost involved / 

Mr. Tuigren, For the past 3 vears the penalty paid into the Treas 
ury on the quotas has averaged about $4 million. The administrative 
cost on the erg is, as distinet from the pr ice support here, runs about 


$314 million a year. So it has been self supporting in that sense, 
ves, SIP. 


Mr. King. Mr. Chairman / 

The Cuatrman. Mr. King. 

Mr. Kine. Did T understand you to say that you do not think 
there will be any loss 1h} this program ¢ Is hot the need for this bill 
directly re ‘lated to the possib lity oft loss / How can you order these 
growers to get What amounts to 24 percent Increase in price without 
it costing some body money ¢ 

Mr. Treren. The only way we have of answering that one is based 
on the record, sir. 

Mr. Kine, How many million pounds of tobacco does the Govern 
ment now hold ¢ 

Mr. Tricgren, The Government now holds all told—has loans out 
standing on 584 million pounds of tobacco, out of a total of 3,537 
million pounds, and the operations, as they stand on tobacco, show a 
net gain through December 31, 1952. exclusive of interest, of ove) 
S9 million. 

The total interest earning on the operation Is some S25 million In 
addition to the S89 mmtllion, making a total of some $34 million. In 
addition to that, the grower coope ‘ratives have distributed to the 
growers over and above what they paid back to the Government in 
full, some 815 million and have some additional net @ains coming. 

What happens on tobacco _— is that the commodity is storable 
for a considerable period of time, it is stored on the average nearly 
2 years before it is used in manufacturing because that is a part of 
the process of getting a nti product, and the storage for a period 
of 2 years actually increases its value. 

Therefore we are in a wood situation on it. 

Mr. Kina. If this bill were passed and there is no present market 
for this tobacco beyond 72 percent of parity, the Government will get 
all of this crop back ¢ 
Mr. THicren. No, sir: the Government will not get all of this crop 
back. 

Mr. Kine. Where is your demand coming from just because the 
Government says it is worth more than the market is presently will 
ing to pay for it? I understand of course that this tobacco program 
has been one of the most successful programs of the Government in 
the whole field of agriculture. 

The restriction on acreage and allotments is the key to that sort 
of control, all of which gives it a little socialistic tinge, but it has 
been very valuable to the farmers, not only in the price they have 
gotten for their tobacco but in the value of their farms. 

I understand farm values are based rather definitely on the tobacco 
allotment that the farm holds. It is a successful Government pro 
gram which has in a measure controlled the whole merchandising 
scheme of tobacco. 

Still I say that the need for this law is in direct proportion to the 
risk that the Government will take in picking up this tobacco. The 
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mere fact that the Government raises the price of this tobacco does 
not create any extra demand for it 

Mr. TrHicren. That is quite correct, sir. However, without mean- 
ing to argue the point at all, but trying to discuss it, if 1 may, to con- 
vey to you some of the things on tobacco, we have, over the years, 
in deve loping these operations on tobacco, done so not just from the 
standpoint of the grower alone, although that is our obligation and 
our objective, but it has been worked in cooperation with the entire 
ndustry. 

The fact is that you get these ups and downs of temporary unbalance 
of supply and demand in tobacco, and the programs are so operated 
that the price support is made available, the buyers go on to the 
markets, they buy the part of the crop that they want to take at that 
time at the prices they pay above the support, and the balance goes 
nto these loans. 

Then, with reasonable adjustment of supply with the demand, these 
same buyers come right back and buy this tobacco at more than the 
loan and it has worked very satisfactorily and there is not a conflict 
vith the buying and manufacturing side on that because the whole 
thing has been balanced up on a cooperative basis with the entire 
industry. 

Mr. Kine. All of which means that the Government has worked this 
program within the general law of supply and demand. 

Mr. Tricren. Yes, s 

Mr. Kine. The ¢ acai has been the dictator of the matter 
all along. 

Mr. Tuicren. I have a funny attitude. I grew up on a tobacco 
farm and watched my people go broke. Maybe it is a funny attitude. 
You have something over 800,000 people out here growing tobacco with 
an average acreage of a little over 2 acres per farm family. They sell 
to buyers that you can count on your fingers. They have this flat 
push of an immediate crop against the existing money that is avail- 
ab le to buy. 

As I look at it, it is not a question of what the Government does 
so much; it is a question from the grower’s standpoint of getting 
themselves together and making use of an authorization which the 
Government is giving them, which is a very unusual authorization ; 
you are denied and prohibited in most cases. You can only, as I see 
it. go along with it on the recognition of the fact that you have so 
many little growers and sellers and a few buyers and an unusual kind 
of situation. 

It seems to me that it is a question of the growers making use of an 
authorization which the Government gives them, and not the other 
way around. If I looked at it the other way around, I think I would 
do something else. That ought to be off the record. 

Mr. Kine. Not really much distinction. 

Mr. THieren. Maybe not but there is a distinction, I think, in a 
sense. 

Mr. Cootry. Mr. Chairman, I would like to ask a question. The 
fact is that when the buyers went on the markets in the last marketing 
season, they knew that the growers were at the mercy of the buyers 
because the government was prevented by law from stepping in to 
help them. That is right, is it not? 

Mr. Tuieren. Yes, sir. 
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Mr. Coo.ry. If we pass this bill and underwrite this crop at 90 
percent of parity, the buyers have to pay more than 90 percent of 
parity or they do not get the tobacco. And they have to get the tobacco 
to maintain the blends. That is right, is it not ? 

Mr. THiepen. Yes, sir. 

Mr. Cootry. Even under normal operations the Government would 
not be required to take any very substantial part of the 1952 crop, 
would it ¢ 

Mr. THicpen. No, sir. 

Mr. Cootry. While we would be underwriting the whole crop, we 
would only be making loans on a very small percentage of the crop. 

Mr. THicren. Yes, sir. 1 do not look on the buyers as having the 
people at the mercy and taking advantage of them any more. I used 
to, as a grower. 

Mr. Cootry. I do not mean that in the ugly sense but it is an actual 
fact. By passing this bill we not only help them on the 1952 crop 
but it will certainly have a good effect on the tobacco that is now in 
the hands of the cooperatives. 

Mr. THieren. Yes, sir; it is true. 

The Crairman. ‘That leads up to a question that I would like to 
ask you. Is there a possibility that there will be any money lost. by the 
Commodity Credit Corporation if this bill is not passed ? 

Mr. Tiicren. I gave you the wrong answer on that I suspect, Mr. 
Chairman. My judgment is that if the quotas were completely out 
of the picture—I am bearing a little bit for discussion purposes—and 
the prices were depressed, that we could hold the tobacco and take 
advantage of this up and down situation and sell it without loss to 
the Government. 

In other words, the growers would quit under economic pressure. 
I do not think, with the quotas in, that there would be any cost to the 
Government. 

The CHairMan. In either case? 

Mr. Tuicren. It is easier for us to work through it, and I would say 
less likely to have a loss with the quotas. 

Mr. Kine. All of which means that you simply force a higher pur- 
chasing cost to the cigarette manufacturers. 

Mr. THicren. Yes, sir: that is right. Of course 

Mr. Kiva. It costs somebody money if you give these growers 25 
percent more money. 

Mr. Titeren. The cost of the tobacco that goes into the cigarette 
ina way isasmall item. The main item of course in price is taxes. 

Mr. Kine. Taxes. and therefore the administration has something 
to do with the cost of cigarettes. 

Mr. THicren. Yes, sir. 

Mr. Cootry. Itisa fact that the cost of the raw material in a cigar- 
ette is negligible compared to the final retail cost, is it not? 

Mr. Tuicren. It isa smaller item. It is not negligible. 

Mr. Cootry. I do not mean negligible in the sense that it does not 
cost. somebody something. But let’s illustrate it. When we get 15 
cents for tobacco in 1939, the manufacturers did not reduce the retail 
price of cigarettes. 

Mr. Tuicren. No, sir. 

Mr. Cootey. Not a penny or a mill. 

Mr. Kina. How far back was that? 
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Mr. Cootey. 1939. The fact that these fellows received 72 percent 
of parity last year has not brought down the price of cigarettes, and 
it would not bring the price down if they had received only 22 cents. 
| hey still would not reduce the price of cigarettes. So the consumer 
s not going to get the benefit at the time the farmer gets pinched. 
When we took off controls up went the price 1 cent a pack, or 2 cents 


a Pack, 

Whe CHAIRMAN. Something was said about precedents for this kind 
of legislation. I do not believe you commented on that. 

Mr. THicren. the re is not an exact precedent but there is a similar 
situation. In 1938 the people in the flue-cured and burley areas voted 


imalnst sie 088 quotas for 1939. The market coll: apsed in 1939, in 
the first third of the marketing season in the flue-cured areas. That 
was associated with the outbreaking of the war in Europe. At that 
time the markets were closed and price-support arrangements were 
worked out which went into effect on the market for the 1939 crop, 
after they had voted quotas for the 1940 crop, 

The situation is somewhat similar. I do not myself look on this 
as being a problem from a precedent standpoint in tobacco, 

The Cuairman. We passed some bill in 1948 dealing with Mary- 
land tobacco. 

Mr. Cootry. That was the change in parity. 

The CuatrmMan. Yes. 

Mr. Tricren. One other point IT might make on the price situation. 
We looked on the prices of Maryland, flue-cured and burley tobacco, 
those being the three domestic factors on cigarettes, and tr ied to relate 
the price of Mary land to the price of flue-cured and bur le »y, looking at 

historically. 

The price support for Maryland, under the law as it stands, would 
be in line with the ee ic e sup port for flue-cured and burle ys 

In other words, it is a proper price relationship as far as we can 
tell from examination of the statistics to start with. 

We do not contemplate a problem from that standpoint. In other 
words. we think the tobacco should be merchantable at the prices and 
that it is a reasonable value. 

I might make one other point of a general nature. Tobacco is mainly 
the product ot the labor of the people who STOW it. It is flue-cured 
tobacco. The last study I saw showed some 480 man-hours for an 
wre of tobacco. In Maryland it will run a little less than that, but 
let's put it up to 400 man- hours for an acre of tobacco. 

It is quite correct that when the growers, even with the improved 
situation under these programs, pricewise, when they get through they 
ire hardly today getting a minimum wage for the hours of labor they 
put in in growing the crop. 

It does mean that these small farmers and the small farmers’ fami- 
lies working in the fields, it does mean a great deal to them to have a 
little better price than they might get in the free-market operation. 

The Cuatrman. Mr. W ampler / ? 

Mr. Wampter. Are you in a position to state what percentage of 
this type 32 tobacco is sold on the fore ‘ign markets and on the domestic 
markets ? 

Mr. Tuicren. Something over three-fourths of it is used domes- 
tically and a fourth is exported. 

Mr. Wameter. Thank you. 
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Mr. McInvire. Mr, Chairman. 

The Cuarrman. Mr. McIntire. 

Mr. McIntire. Mr. Thigpen, of the 1953 tobacco production, how 
much of the total production in this country will be under quota 
acreage allotments ¢ 

Mr. Tutaren. Of all the tobacco in the United States, all but about 
‘> percent, I guess. 

Mr. McIntire. Where would that be principally ? 

Mr. Kine. What percent? 

Mr, Tricren. About 97 percent of it will be under quotas in 1953. 

Mr. McInrie. Is that 3 percent regionalized 

Mr. Tricren. Yes, sir, it is regionalized. It is a distinctive type 
of tobacco. The 3 percent in question would be some of the cigar- 
wrapper tobacco, a small volume of that, and then the pay type 41 
cigar-filler tobacco. 

Mr. McInvire. The shade grown is not in your program? 

Mr. Tricren. It is not authorized to have quotas under the legis- 
lation. That isa peculiar and concentrated industry. 

The Cuairman. Is there anything further / 

(No response. ) 

The Cuamman. The report from the Department of Agriculture 
on this bill just came up this morning. It will be made a part of the 
record. There is a statement here, however, that it has not been sub 
mitted to the Bureau of the Budget in view of the shortness of time. 
It will, however, become a part of the record at this point. 

(The report referred to is as follows: ) 


MARCH 14, 1953. 
Lion. CLIFFORD R. Hope, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR Mr. Hore: This is in reply to your letter of January 15, 1953, request 
ing a report on H. R. 1432 which provides for price support on the 1952 crop 
of Maryland tobacco. 

Price-support loans were made on the 1948, 1949, and 1950 crops of Maryland 
tobacco when the supply was not large enough to require proclamation of market 
ing quotas under the Agricultural Adjustment Act of 1938, as amended. The 
supply increased (71 million pounds on October 1, 1945, to 100 million pounds 
on October 1, 1950) to such an extent that it exceeded the “reserve supply level” 
defined in the act, and a marketing quota was proclaimed in November 1950 for 
the 1951-52 marketing vear (1951 crop). The supply of 106 million pounds on 
Cctober 1, 1951, also exceeded the reserve supply level and a quota was proclaimed 
for the 1952-53 marketing year (1952 crop). Of the votes cast in referenda on 
these quotas, 63 percent were against quotas for the 1951 crop and 71 percent 
were against quotas for the 1952 crop. 

The Agricultural Act of 1949 provides that no price support shall be made 
available for any crop of tobacco for which marketing quotas have been disap- 
proved by producers. 

There were certain issues which confused Maryland tobacco growers and con- 
tributed to the disapproval of quotas. The average percentage of Maryland 
tobacco in cigarettes has decreased from around 3.5 percent in 1940 to less than 
» percent currently. Cigarette output increased steadily from 189 billion in 
1940 to 430 billion in 1952 but production of Maryland tobacco did not keep pace, 
moving only from an average of 30 million pounds in the 5 years 1956-40 to an 
average of 40 million pounds in the’5 years 1946-50. Domestic consumption 
has shown little change, moving from about 26 to 28 million pounds. Some 
who opposed the use of marketing quotas felt and argued at meetings with 
growers that there was no need for quotas on Maryland tobacco and that tobacco 
would be purchased by manufacturers at satisfactory prices if it were grown. 
The situation actually seems to be one in which manufacturers decreased the 
proportion of Maryland tobacco in cigarettes because of lack of supplies and then 
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made their blends and manufacturing plans based on the supply upon which the) 
thought they could depend. 

The second point which led to confusion among growers was the fact that 
the vote on quotas in late 1950 for the 1951 crop and in late 1951 for the 1952 
crop both occurred before growers marketed the 1951 crop during the period 
May to August 1952. Thus, growers voted in both of these referenda before 
prices with relatively large supplies and without price supports could be observed 

With a 1951 crop of 42 million pounds and disappearance (domestic consump 
tion plus exports) of 35 million pounds, the supply increased further from 1950 
to 1951. Quality considered, the 1951 crop sold for 10 to 12 cents per pound less 
than the 1950 crop. The 1950 crop, which was of poor quality, averaged 48 
cents while the 1951 crop, which was of good quality, averaged only 45 cents. 
Price-support loans were available on the 1950 crop but not on the 1951 crop. 

A quota was proclaimed in October 1952 for the 1953 crop. Largely as a result 
of the clarification of issues associated with the marketing of the 1951 crop, 74 
percent of the votes cast in the referendum were for quotas. 

Che Department of Agriculture by letter of September 24, 1952, recommended 
against proposed legislation to make price-support loans available for the 1952 
crop. At that time it seemed useless to enact such legislation since there was 
au possibility that growers would disapprove quotas for the 1955 crop. Since 
support prices will be available on the 1953 crop, as a result of a favorable refer 
endum, Maryland growers now feel that price supports should be made available 
on the 1952 crop. The 1952 crop will be marketed from May to August 1953. 

The action requested by Maryland growers is similar in part to that taken 
on the 1939 crop of flue-cured tobacco. Growers had voted in 1938 against quotas 
for the 1939 crop. Market prices collapsed with the outbreak of war in Europe 
in 1939. Markets were closed temporarily and when growers voted in a refer 
endum for quotas on the 1940 crop, price-support arrangements were made effec 
tive with reopening of the markets. The Maryland and flue-cured cases differ 
in that Maryland growers knew their vote against quotas would mean no price 
supports, whereas price supports were not involved in the tlue-cured area when 
crowers voted in 1938. 

The vote in the referendum in October 1952 indicates that Maryland growers 
now understand the need for use of quotas if they expect to operate a price 
support program on a sound basis at levels which they deem necessary to main- 
tain production and provide fair returns to growers. The adoption of legis 
lation as requested should be of help to growers and to the Commodity Credit 
Corporation on tobaccos now on hand and to de received under the price-support 
program from the 1953 crop. Growers have an interest in 7,700,000 pounds 
of Maryland tobacco from the 1948, 1949, and 1950 crops on which Commodity 
Credit Corporation loans now are outstanding, and in around 2,500,000 pounds 
‘of tobacco held by the Maryland Tobacco Growers’ Association in its Baltimore 
“hogshead market” operation. Further, the price-support loans coupled with 
quotas designed to maintain supplies at adequate levels should stabilize the 
market situation during such period as may elapse while manufacturers decide 
whether to increase their usage of Maryland tobacco based on somewhat higher 
supply and production levels. Ultimately, of course, if demand fails to increase, 
growers will have no choice except to adjust supplies in line with demand either 
through the use of quotas or in response to market prices without price supports. 

The enactment of H. R. 1432 would entail little if any additional admin- 
istrative expense 

The enactment of H. R.-1432 would require use of some additional capital 
funds by Commodity Credit Corporation (estimated $2.5 million). There is 
risk of some loss of part of these funds. However, experience with the tobacco 
programs generally indicates that such risks should be minimized if growers 
adjust supplies in line with demand. The danger of loss will be greater if late 
this year when the question of marketing quotas on the 1954 crop is presented 
to the Maryland tobacco growers they should vote against quotas. 

When the growers of Maryland tobacco voted in 1951 against quotas on the 
1952 crop, they had just completed the marketing of the 1950 crop on which 
price supports were in effect. Thus, it is‘true that they had no basis on which 
to realize from actual experience the significance of their action on market 
prices. This situation in Maryland is unique in that it is the only area in which 
the tobacco crop is not marketed until the year after it is harvested. Despite 
the extenuating circumstances the Department does not look with favor on action 
which would be construed as a precedent for extending price support retroactively 
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to producers of other commodities who have made themselves ineligible by 
referendum. With the understanding that Maryland tobacco is a special case, 
the Department recommends passage of H. R. 1482. 

In view of the subsequent request that this report be submitted immediately, 
we have not obtained advice from the Bureau of the Budget as to the relation 
ship of this proposed legislation to the program of the President 

Sincerely yours, 


Ezra Tarr Benson, Secretary 

The CuarrMan. Do you have anything further, Mr. Small ? 

Mr. Smauut. Mr. Chairman, I want to thank you for the time that 
you have given us. We have taken longer than we anticipated. We 
would like the record to show that while they will not testify, because 
we did not want to take up the time, we have here Mr. Walter R. 
Bowling, president of the Maryland Tobacco Growers Association, 
in support of this legislation; Mr. Frank Hall, who is a looseleaf 
warehouse operator in Maryland; Mr. E. A. Miller, who is a practical 
farmer in southern Maryland; and Mr. John C. Ward, also a practi- 
cal farmer. 

Thank you very much, Mr. Chairman. We appreciate the time 
that you have given us. 

The Cuarrman. If there is nothing further, the committee will 
adjourn until further call of the Chair. 

(Whereupon at 12:10 p. m., the committee was adjourned, subject 
to the call of the Chair.) 





